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AT JACK DANIELS DISTILLERY we never 
have to go too far to rind our Christmas tree. 

The woods around here are full ot them. So 
getting a good one is never a problem. We 
hope you won't have to 
go to too much trouble 
getting ready for the 
holidays either. So you 
can sit back and enjoy 
this happiest of all 
seasons with your family 
and gtxxi friends. 
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Nation's Business 



Ibx Outlook 20 

Political vt.'l*Jt j mentis and looming def- 
icits point to more tax increase* on the 
bee Ik of this year's. 



What's Ahead in Cangrtoi 24 

The election made it a new hall gam*"' nn 
Capitol H i lip ami the score will have 
ion&-term effects on husineji.H. 



High Court Business Co&es 

Women's pensions, tmnkrupu-y, pricing, 
ph bias auits, huBine^ mailing — nil fig- 
ure in the Supreme Court calendar. 






Product Liability Met* 

A throat to firms mn#inff from tfiant 
'-nrfrfifaiiona to a *malT maker of foot 
bull war may finally be reduced. 



Rule* Bynfon Small Firms 3D 

Rules that apply to companies of all 
sines saddle small firms with needless 
accounting coats, a CPA imys, She is 
trying to get some change* made. 

Wha 5#ts Accounting Ryl«? 32 

A look at a private group whone word i*t 
Law- — the seven-member Financial Ac- 
counting Standards Board— and at 
what it as up to these day*. 

Office Computer Boom 34 

"Staggering - " growth is forecaM for 
sales of office computers. Desktop 
units are easier to use and easier to pay 
for—and they can really pay off. 

Private Rims Losing Out 45 

Contracting out to private firm* can 
aave Washington billions, hut congres- 
sional skeptics have reduced the prac- 
tice and hope to reduce it ppflffr 

How Ta Mo! ivate Employei 48 

Here is u primer— on hiring, on promot- 
ing, on paying and on listening— for the 
small businesb thai wutits hi irn|iruvt* 
its workers' productivity. 

CEO With High Visibility 60 

US Air's Kdwin Colodny learned the im- 
portance of personal attention as a de- 
livery boy, He gives it aplenty to his 
airline's patrons and employes. 

The Breeder** Birth Paint 64 

The Clinch River reactor which is to 

rmitr more TMirk'jir ftH Tfirui it line* 

haa been «dJcd cruet** t to cur energy 
future. But its own future Is in doubt. 



Nut Ri« in Fast Food 67 

S. TruL-tt Calh> bejran with one fas-i 
food outlet in the late I960*, Today he 
preiwiifta aver 255, wad he has never hud 
1 closing because of poflr sales. 

Executive Rail* RwMitaff 68 

The managerial salary picture 
could have been much better, though it 
alao cnuld have been wort*. Next year 
doeaoYt look no good, either- 



Employe Benefit Bonanza 70 

American employer* are nicking up a 
1640 billion tab thia year for such 
things aw paid vacations &m<i holidays, 
sick leave, insurance and pension*. 

Guide to Tax Changes 72 

Btri h a lie ting of tax legislation prov^ 
sion? you need to know about. Enacted 
thta year and laM H they will go into 
effect next year. 

Unlucky Proposition 13 76 

The recent fate of California'* famed 
tax-cutting law shows that eternal vigi- 
lance is the price of continued liberty 
from overtaxation. 



Tight-Fitted Public BO 

American* are saving more, but so far 
that has not been translated into an 
increase in capital investment. The 
prnMeni O 'NSii ithth rirv in 'T liisymk: 



Amateur Stargazem 81 

Why make aatrgnomy your hobby" 
ItUftirnew people w^. have done so talk 
of beauty , of myMe ry r of k nowledge and 
of an "almost mdeacnbabk servility." 



Depart mo tits 





5 




7 




Fw Tew Toot Ffc 


U 


OtffaA 


13 




59 


P*Of*» in fi*iun*u 


78 




04 



** M tap*, k W * WafWn^. D. C »W. *J- 

,*r|tkiitg HFi«* hflad^^Xlfrri 7 I I A Yf Nf* T>* 

NT n»ir T«L 370 1440 Ctirtfffc £ >W to r 
111* G wm l ftii aP Camnwti *f l)mki m d Sfcotvi. AJl ngihh 

H$I*Hffld Ayrrilnfak fey 1«lbv.Fivli»i> Ol"l»d «Jn,j 
p«Mh*k*^ 13-9 ^ •»«■ yrort, *# h U Pilfc l l PU lNl ll wlltl 

1S3 fton O ff* j i fl i >u4i g" p ^ 0*i, 117. or m 



Free demonstration: 
How to computerize your accounting 
without risking your business. 



By now, you've probably decided you need a computet 
We agree. 

You may have also decided that there's a lot of risk an< 
capital involved in choosing the right computer, the right 
software, and the right people. We disagree. And our 
free demonstration will tell you why. 

Well demonstrate how you can computerize 
your order entry, billing, inventory, receivables, pay 
ahles, and payroll- in short, all of your company's 
accounting. We'll do it all for you, one small step 
at a time or in one great leap. 

All with no contract Ho large capital investment 
And. most importantly, no disruption of your business. 
ADP t alone, provides computing services by on line 
and on-site computers, or by pick-up and delivery 
methods, depending upon your individual needs. 

You choose the IctsI of help you need now, thai 
grow as you will. 

Before you nsk your business or pay the high 
price of a computer, make it a point to contact ADR 
You have nothing to lose, because this is one meeting 
that ends with a handshake, not a contract 




ADP is the largest independent computing company 
serving over 100.000 clients from 40 regional computing centers in the US- 
Call collect to arrange for a free Interactive Accounting Services 
demonstration now being held in the following cities: 



Atlanta 

Boston 

Chicago 

Cleveland 

Clifton, NJ 

Dallas 

Detroit 



(404)955*3600 
(617)890-2500 

(312) 867-6400 
(216)447-1980 
(201)472-2222 
(214)630-9311 

(313) 336-7700 



Houston 
Los Angeles 
Long Island 
Miami 
New York 
Philadelphia 
San Francisco 




(713)939*4600 
(714J 994-2000 
(516)694-7800 
(305) 885 0181 
(212)644 8900 
(21 5J 628-4500 
(408)988-6565 



The computing company 
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The Tylenol Case and Business 



j»K than six weeks have passed since the 
Tylenol murders wen* reported in Chtaiffo. 
Tim helpless, unoffending victims have b«en hurietl; 
their families have begun to rebuild their live*. In 
Washington, I be govern rmmi ha* rushed to prepare 
now (jruide lines on the packaging of overthe'Ciiimter 
Luptitiles A.s J writ*!, the murderer rem am* at larjn . 
The story has drifted out of the neva. 

Even so, the effects of this stunning affair linger 
on, Something of ftreal value in our society ha* been 
lost not tbrfclrfeviibly lost but temporarily lost — and 
all e| u« In bu^ine&s and in the 
media have a job to do in repair* 
mg the damage. What we have 
tost is a little of our trait in the 
ftWmtW rationality of human ex* 
i-ii ?nw will Ik< a while get 
tfftg it back. 

Ordinarily the impact r.if even 
the most heinous crimes is limit- 
ed In a nation that witness 
^INJN homicides n month, a-h-ixrk 
■ Tft'el.* :ire shrirt-livHrj, What then 
made the Tylenol casea iuj shock* 
fart! It was not the mare number 
of victim*. The year scarcely 
passes without the frnieanme dis- 
covery of i mass murderers 
wurk- loorni^ed b*i m Texas 
and Illinois black children in At- 
lanta, ynung women in New York 
and Chicago, migrant workers in 
Culifonupt- 

The thing about those earlier serial murders, as 
tli* FBI defines thefii, is lhnl mo^t such killings can 
ht explained ralmmdliy. Charlefi Mansion was .^Truri^ 
out on mind-altering dmpa. Richard Franklin Speck, 
who slaughtered the eight Chicago nurses, waa un- 
der the influence of both drugs and akohoL There 
this, too: There was nothing anonymous ahoul the 
aerial murder* of recent years. I>avtd Hi-rkowite, the 
"Son of Sam/' saw his vkiinih iluwn the barn- 1 uf hi* 
pistol. Wayne William.- in Atlanta firtU made friends 
with the children. 

The Tylenol caue* were different B !■ the* faceless- 
ness — the apparent pmrilleKiiriiMiaof these murders- — 
that stuns our ^usabilities. The mind recoils from 
miajie of rin indifferent killer — a murderer who 
murders person* impersonally, at once deliberately 
and accidentally , unconcerns! by no individual spar 
row's fail. 

TL.-n i a i-.-,,nJ 1 1 r ■ : I > • ! l i • ! I •. ditiLurEiilip ^JM^L, 

touching more directly upon our frith in reason and 
rationality. These killings were an assault upon the 

* III ! ir . | 

of Aociat enter. 

N AT tO N 'SI BUSINESS - DErKMHKR 10*3 




The public trust 
has been hurt, and 
it must be healed, 



In a recent essay on the Tylenol killings. Ixuidoun 
Wain w right a<kirasfted thi* second aspect. We Jive, 
all of i as together, each in his metaphorical tent of 
assumed security; in one decree or another, we are 
us snug as embryonic chicks inside their shells, The 
Tylenol mi ripped the fabric; they punctured the 
membrane. 

We believe in a natural order— in the li&mg and 
setting of the sun, in the ebb and flow of tides. We 
Mievt- tli- i-iirih w<ll yiav sr.ls.J u;iiieni"iiUi »ur U^' 
We betkrve tn a social order also. In Wainwrighl's 
commonplace example, we be- 
lieve that traffic will atop when 
the U|ght turns red. 

To the point at hand; When we 
push a cart through the aiflle* of 
a supermarket or browse aotfd 
the shelves of a drugstore k we be- 
Beve—or we have believed — thai 
nothing here will harm us. This is 
part of the confidence— the inner, 
i in thinking unartrculated confi- 
dence — that lies at the core of our 
social order. H i& immensely to 
the credit of American taurine** 
that Kim should be so. Yes, acch 
dents occur. The can of §oup is 
contaminated; the car must la- 
Called; weevil* turn up in the 
corn meal Such events are ejt- 
ceedin^ly rare. Given the enor- 
mous volume and variety »f our 
commerce. tht fc record of safety is 
quite simply pbeaofnfttial. We shop with faith, with 
L'onfhd+inee, with r.nj.^t 

New come the Tylenol killer and his Imitators 
aeros* the land, and we are shaken by the rape of 
order. It in at if the earth quaked ami the ground 
trembled, [t is as if the light had turned red. and 
nobody stopped. 

VHffi too will pass. Eventually, we mxu 

I this too is part of the iwiciaj orderh the anony- 
mous killer will be caught and coinicu^J. New fontis 
of tamper* resistant packa^in£ will be introduced. 
The manufacturers oT over-thi-counUT pnsinrts are 
ron bijj and too respected to be adversely affected 
for long. Because we want to believe, because we 
want our cocoons impermeable and our tents stern re, 

we will noE :-1av '-Lik^n hut It i:- imift-rjiUve, U mi-jii^ 

to me, thai the busineai community redouble its 
efforts uj pruu-ci its products ami thinr reputations. 
This is Pimply good business, but thai in the feast of 
the considerations. The public trust has been hurt, 
and it must be heah*d D 





WORKERS WILL CALL IN SICK TODAY. 



In fact, more than 330 mil* 
lion workdays are tost each 
year due to health-related 
causes, 

Its enough to make most 
companies sick 

Not only because of the 
billions of dollars it costs busi 
neas every year in medical 
expenses and lost productiv- 
ity, bur m rerms of employees 
we II- being 

One way or another, 
business pays for unhealthy 
workers 

But there ts an alternative. 
Many forward-thinking com- 
panies are finding that a com 
rmmient to the ^wellness 1 " of 
their employees can pay sub- 
stantial dividends 

The? Metropolitan Life 
Foundation, a nonprofit in- 



'ration, has Taken a leader 
sfup rote through its active in- 
volvement in Ihe promotion of 
effective health and safety 
programs aT the worksite. 

The Foundation can help 
you plan and implement these 
programs in conjunction flfftfa 
community- based heaHh or- 

Smzanons such as local 
d Cross chapters, heart 
associations, cancer societies* 
lung associations, safety coun 
l-lIs and community hospital* 
These programs are de - 
signed to eliminate the cause? 
of most employee illness 
stress, smoking, alcoholism 
and drug abuse, hypertension 
and lack of proper nutrition 
Other programs include acci- 
dent prevention and defer, 
stve driving, exercise ^ 



First Aid and CPR Training, 

We have seen such pro- 
rjrams help reduce health 
caie costs for all tends of 
companies. 

But, most importantly 
these programs can help 
workers Uve happier, 
healthjei longer lives 

And thatfeone bottom 
line worth working tor. 

For more information on 
how you can put these pro 
grams to work, contact the 
Metropolitan Life Foundation, 
Box F ¥ One Madison Avenue, 
New York, New York 10010. 



Metropolitan 
Life Foundation 
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►WHICH WAY wind is blowing on future 
defense budge IB may become apparent 
Soon* Both houses of Congress are 
scheduled to deal with defense appropri- 
ations in lame-duck session. If those 
fa vc ring cut", are strong enough to 
prevail then, further outs are quite 
likely next year. Outcome may also 
indicate how far President Reagan * : i I 
go to preserve a defense budget that 
many on his ovn staff believe to be too 
large. 

w* DEFENSE SPENDING til so figures in big 
fight developing over federal Job 
creation prog rani* Rouse Democrats have 
atnbltious plaits. Senate Republicans 
hope to head them off with more modest 
proposal. White House may go along. 
But there 1 a no money for it. And 
those who want to take necessary funds 
from defense budget are headed for 
confrontation with those who plan to 
use defense savings to hold down deficit, 
Possible solution: Tie program to 
rebuilding highways, financing it with 
hike in gasoline tax. Something like 
that might get through. 

► REAGAN ADMINISTRATION planners have 
been 'thinking through several supply^ 
side measures to reduce unemployment a * 
according to one high-level source. 
Under discussion; a wage subsidy for 
hiring persons receiving extended un- 
employment benefits, taa credits for 
hiring young people, a higher unemploy- 
ment tax for seasonal employers* Busi- 
ness groups doubt that such measures 
would be cost-effective * But the 98th 
Congress will see isany of them proposed, 

► FOUR POTENTIAL THREATS to economic 
recovery are singled out by William 

iskanen, member of Council of Economic 



Si si 



Advisers 3 reinflstion of money supply 
by Federal Reserve! passage by Congress 
of costly federal jobs program! adoption 
of national "industrial policy" providing 
for federal guidance of economic activ- 
ity, and rise of protectionism* "Any 
one of those policies would be a mistake, 
and the combination of them would be a 
disaster,* according to Niskanen. 

► WATCH FOR spate of leaks on fiscal 
1984 budget, due for presentation to 
Congress in mid- January- Individual 
agencies are now Betting word of pre- 
liminary decisions by budget office,. 
Process usually triggers intense 
struggle to preserve bureaucratic turf 
from budget cuts, 

w* NEW SPLIT is developing within fact ion- 
ridden Democratic Party, It's between 
old-style liberals from heavy -industry 
regions of snow belt and new-style 
liberals from sun belt. The latter are 
often called "Atari Democrats' for their 
fascination with high-tech matters. 
Both groups fftVQr Increased federal 
spending to reduce unemployment but 
disagree on whether it should be used 
in_attempt to revive yesterday's jobs 
or to help create tomorrow's* 

* CLEAN AIR ACT revision struggle haa 
taken a strange turn. Environmental 
Protection Agency is saying it will 
have to impose harsh penalties provided 
In present law after midnight December 31, 
if Congress does not act to change them* 
EFA_ estimates that almost one fifth of 
counties in nation are not in full 
compliance, with pollution standards* 
Con ve r se 1 y v en v 1 r o ame nt a 1 i s t a— who 
often accuse EFA of being paper tiger- 
are urging agency to be more flexible 
and suggesting various methods of 
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bureaucrat ic foct-d ragging to extend 
a tad line. Explanation: Environmental- 
ist 5 want law revised by next Congress, 
which Is expected to be afire liberal. 

* PAY UP, OR**. Department of Interior 
has commissi otied Dun k Bradst reefs 
commercial collection division to 
recover flame overdue rerciatnat ion feed 
from coal mining companies. Officials 
believe that Interior is first federal 
agency to use such methods against 
business debtors,, although Education 
Department has turned over some delin- 
quent student loans to private collec- 
tors* Experts say businesses may be 
behind on as much as |12 billion in 
payments to federal government^ ex- 
clusive of taxes; only about |6 million 
is involved in Interior's experiment* 

■> ENERGY SECRETARY NOMINEE Donald 
Paul Hodel built reputation as good 
administrator wftile lie was under 
secretary of Interior. He also has 
extensive experience in energy industry , 
in area of electricity production and 
distribution. Confirmation hearings 
could be noisy, though* Opposition is 
expected from some environmental and 
conservationist groups* Another 
potential problem: President Reagan 
recently told meeting of Republican 
Party faithful that he still wants to 
abolish Department of Energy. 

I> HANKERS have been listening with 
growing discomfort to latest round of 
deregulation talk from Washington* 
Banking regulators are searching 
for ways to replace—or supplement-* 
government discipline with *»arket 
discipline. ■ Coming; more disclosure 
of sensitive Information such as targets 
of federal enforcement actions and bank- 
by-bank level of problem loans. Also* 
regulators say they would like to matoe 
big depositors share more of risk, in 
case of bank failure* Objective is to 
encourage customers to help keep an 
eye on their banks, 

fr- AD SUBSTANTIATION requirements imposed 
by Federal Trade Commission are ex- 
cessively rigorous, according to PTC 



Chairman James Miller and Timothy Murls, 
who heads FTC consumer protection bureau. 
Muris would like to institute something 
resembling cost-benefit test* demanding 
stringent proof of claims only in cases 
whure potential damage far outweighs 
potential benefit* Trouble is, the 
reformers can't find anybody to march 
in their parade- Some support from 
advertising trade itrouns would be 
helpful , they say, 

► BROADCASTING industry, too* la in for 
some deregulate ry action. Chairman of 
Federal Communications Commissi on « 
Mark Fowler, would like to remove most 
present rules and substitute user fee 
for exclusive use of assigned frequency* 
First priority: End rule that 
stations cannot change owners faster 
than once every three years* Next; 
Eliminate requirement for detailed 
program logs, limits on number of 
commercials, cuinlmums for news and 
public affairs p and compulsory survey 

of needs of local audience* 

* SOCIAL SECURITY problems must be re* 
solved in lame-duck session fe says Rep* 
Barber Conable <R-N«Y.), who sits an 
tax* writing Ways and Means Committee as 
veil as National Commission on Social 
Security Reform. Reason? Conable is 
convinced that Americans will accept 
changes 'only in the context of saving 
Social Security t not as part of an 
effort to balance the budget,* But if 
nothing is done until the 98th Congress 
convenes In January, he warns, Social 
Security will inevitably become a budget 
Issue* 

► BACKGROUND of Social Security problems 
is presented in set of three payroll 
stuff ers available from U.S. Chamber of 
Commerce* They also outline some simple 
solutions — such as sieving down growth 
rate of future benefits and allowing 
gradual rise in full -retirement age to 
88. They are priced on sliding scale 
from 14 cents to 21 cents per set, based 
on quantity ordered, Minimum order is 

20 sets. For more information contact 
Special Frojects Division i Chamber, 
(202» 463-9755. 




.-ilk face-to-face with 
people who 
affect your business. 

The BtzNec cession network of the 
U S C^rn^r of Commerce will revolu- 
tionize the w<sy businesses, chambers 
and trade associations communicate. 
BizNet links you drrectly to Washington's 
most powerftjl policymakers. And to 
other business leaders across the country. 

yhu. your staff, errpfoyees, mem- 
bers and guests can question, probe and 
even argue wrth BizMets prominent 
program participants. Through BizNet's 
unique two-way scrambled system 
you are assured confidentiality and im- 
pact. Bi/Net is almost like meeting 
face-to-fece. 

Gain valuable rnsFCfe information 
that affects your business. Attract new 
members and revenue Build a vital com- 
munications fink between you and your 
field offices, key members or political 
and congressional action tDOtt^^^ 
Let Bi/Net bring you into a national 
dialogue with unprecedented visibility 
and far-feaching results. 

To become part of this national 
network, cafl Cheri RusbuJdt today at 
{202) 463-5808. 

BizNet 

The Amenta Business Networic 
US Chamber of Commerce 
1615 H Street N.W. 
washingtoa D C 20062 
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The Honda 
ATC's are look- 
ing for work. 

And they 're 
finding it. 

From the 
wheat fields of 
Kansas to the 
oil fields of Alaska to an 
outfield in Houston, com 
parties of all sizes are dis- 
covering three-wheelers. 

And as soon as they 
discover three-wheelers 
they discover Honda. 
Because we've been build 
them longer than any 




one. We make 
the most ad- 
vanced, the 
most, com- 
plete ami the 
most, three 
wheelers in 
the world. 
Including Big Red; the 
hardest working three- 
wheeier ever. Or the rest 
of the crew, 
the ATC200, 
ATC185Sand 
ATC110. 

What 

makes t he 



ATC three wheelers so 
valuable t o businesses? 

Well, at a price of $998 
to $1698; the ATCs require 
a very low initial invest 
merit . And with t heir high 
flotation tires and reliable 
four- stroke engines, these 
versatile machines have 
as many uses as t here are 
companies that use them.' 

HK. Hh! '" 
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We also make u full 
selection of Houdaline* 
equipment Including 
racks, baskets and trailer 
hitches. Which means you 
can equip an ATC to suit 
your company's 
specific 
needs. 
So if we've got, you 
thinking about, three- 
wheelers, think about, 
the company that 
started it all. 

And if you'd 
like more infor 
nation just send 
us this 
coupon. 
We'll send 



at' w 




The Honda ATC three 
you everything wheelers. They can save 
you need you money no mat ret- 
to know. what field you're in. 

HONDA. 

FOLLOW THE LEADER 




How to put the 
big board on a 
small screen. 



Tb mkt stuck of the muarum. an investor 
could Ltst- the IBM Pl^hfuI ( nmpurer, 

Wullniir Jnln-s"'' RfjHJlTtT.* .1 ll'Vkr: 

callcd d rrtoderrT and a rtlcphi>nt\ ytju can access 
Street and the world. 

Tip the Dei 1 * Jiitil-> 
News/ Retriev.il Service 1 hn 
historical and current stock 
cjuuecs — day or nipht. 
(Use our Dow lanes 
Reponrr nut only for trAsy 
access* hue t<." Siivc* mi>iH> 
on conni.tr nmt ■.) 
Pull 30K vxtmas nf 
over 6,000 companies. 
Get industry news, 
l~M:n loji.'V SfN irtM iu-ws 
when you've had your 
fill of !'umi jl s> 

lb better manage your 
ptanlolaj, visit ah authofizi/d 
IBM rVnsonu] Computer dtr.iter. And 
learn huw a smalt IBM in vest men r can give 
you ft high yield in quality , power and 
>rm;im<. .= ■ 





The IBM P ersonal Computer 
A tool tor modern times 
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Shouldn't 



ile; ■h^T-iii^li h-iiriK Kiumiiss Willi 
Washington' [October], 

Although I strongly support reduc- 
ing red Lap*. I ai^o believe in honest 
business practices. You did not choaae * 
very good eatarivpte to Dhutritc unrGii- 
aon&ble government nit-picking. If the 
supplier in question contracted with the 
Army Corps of Engineer]? to prodiier 
survey marker* at $2.50 each, 
then he should have produced just that 
and not something !ess> as Ea shown ill 
the photo accompanying; the artirta. Re- 
ducing the siz# of thuusatidn of metal 
discs even by 4 small fraction of an inch 
run represent a sir.ntde IkimhL in prnfii 
for the manufrwtiirer. He claims th:it 
"such rejects still do the job and are 
used by commercial, stale and local sur- 
veyors. 1 r Fine. If n smaller product will 
do the jrih, then contraci for « smaller 
product, but aLnrj at a smaller price. 
Paying fulf prio* tV uin^t-si^l |/u<h[:- 
is a waste of tax dollars, 

In my opinion, the new inspector did 
on excellent job in seeing" to it that the 
taKpay-ers were getting $2,50 worth of 
marker and nothing lens. He should be 
commended, nnt ridiculed. 

Gary L Davtson 
Vice President 
D&G KcifrAILi 
Beaver Fails. Pil 

Although some government specifi- 
cations undoubtedly have been too de- 
Utitad or too complex, the ip fl riffefc tfaw 
process does serve a purpow, It per- 
mits the pcivernment to tell a vendor 
exactly what it wants and put» competi- 
tors on equal footing. Loosely drawn 
t purifications, including eornmereW 
item descriptions, clearly wial Eiilmv con- 
side rat bn of more product from more 
ciiuaufiiuiur*^. How*jv«r. loost specs 
will alari pt-msit ttit- sioiuiMtam of inferi- 
or products. 

Another apparent reform w Die to- 
en?i«*ttd uiu? of nejjotiuted prcjciiremviLi 
(or bidding with di»eua«ion) as opposed 
r.n puldic Eiid ^F 4iMLZI ^ N wi(hntn dncuK- 
sion. The former method give* the gov- 
ernment in created FloM'bilily in the 

Send tetters to Editor, NATION R » BlAfJ- 
NESS, }t;i;i if Stnyt, ,Y. \Y , Wuxhtity 
D.C and unhide your 

phanr riwwrfrrr. Lfttrm titldrrxxed to 
fkt KfHtot u tf I mumttrrrd for pah 

iicatiou tut Ira* tht writer mfucnts 
otherwise, n*rrf thnt waft l*t nfirrrt ttttff 
rundntigpd. 



the U.S. Get What It Pays For? 



procurement process but leaves every- 
i j IK- .iiar.- n: i * - uf ^oviTjmit'ttt, pi Lhe 
HLiiT^jsfiiS biJifi-Tp in the dark. This 
method puis quite ti premium on access 
to inaside information. I J u !_■ I Mr bid open 
iiij.'- involve h mure rigid prn rehire, but 
the opportunity for favoritism is mini- 
miiJ, given the inherent public scrutiny* 
Stanley H. Hackett 

Ik.-.kel, Haoketl Rdgi; 

i£ Fleming 
AlEunLu, (la. 



1 wander whether the action by Sen, 
John C. Dunfartha Subcommittee an 
Federal Expenditures, Research and 
Bules brought any applause or sighs of 
ruHef from the business community . No 
problems wore solved; indeed, the tax- 
payiT^' gritve&l problem nicely e$< 
larked! Now, instead of doing buHtnettt 
with an inspector who does not know 
his e&rlobe from s lady's puree, we can 
appeal our problem to p comntifctaa that 
wan created to inspect insp^tors who 
can't inspect. 

Electric Specialties* Company 
Tulsa . Ok la. 
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Who speaks for tabor ? 

[ mad with jjiL^r-AS! the reply by Mur 
ray Seeder [Letters to die Editor. Octo- 
ber] to your article, "The Sorry Slate of 
the [Jniona."' 

1 wonder what union members really 
think of having to pay monthly due* 
and make concenafcms to retain fttfar 
jobs, Lhus preventing their employers 
from going bankrupt? 
Maybe Mr. Seeger could enlighten us 
to jUHl whom tie pHdlr-rJ f<»r his data. 1 
Oil Id not say that unions have an over 
whelming F^j'pulnriLy aince only 25 per- 
cent of the w<>rW> in thts iMuniry 
belong to unions. If there were no 
-■">) *\\\\\f$ r m haw much less than 25 
percent would there be? 

KENNETH E. SnilL 

Fraser, Mich. 



A Social Security tost shelter? 

It*-: "Saving Sncsul StH-Liritv" |Ocm>- 
ber], 

! have surveyed a few of my mare 
affluent retired Friends and found thai 
virtually all are collecting Social Securi- 
ty benefit* "because it k there" and 
because they contributed to Lhe system 
for 40 veiir* or more. However, ulmoM 



all seem a tittle embarrassed about tak- 
ing this unseeded handout 

If Lhese affluent retirees were of- 
fered ;ui in^enl i ve for decSinwg Social 
Security benefits, I belkve that they 
might do just thuL A rea*M J-h, nuvu- 
(Jve might be a dollar-for-dollar tax 
shelter, )f a retiree declined 910 4 0CK» of 
Social .Security payments, he could de- 
clare 110,000 of other income tax-free. 

Of the millions of retirees now receiv- 
ing Social Security, there must be at 
least 2Oft\OQ0 who would pass up Lhe 
cash benefits if an incentive program 
were skillfully merchandised. 

GJUDLEY D£UEN*T 

President 

Alias Silk Screen 

Supply Comptiny 
Chicago. IB. 

Biased or balanced 

F> Barrel] Boyd 11 and Dean Benton 
Nairn liiul Nation's BrsiNicstt pre^-nt.-; 
"both side* of the coin 11 and te not bi- 
ased | Letters to Lhe Editor, September]. 

It ii &ot pq ii d b te for orte publication 
to present all aspects of any one issue. 
Your magazine does not by conscious 
design, present the views of. say, the 
Episcopal Church or the Sierra Club. 
Nation's Buhmsss reflect* the inter 
eat* of the basin-ess community, an 
enormously vital role. 

Of co 1 1 r -> • X \ 1 1 ■; ' n ' s 1 1\ ' si ?»" S j ? i • r v j 
udiced and of course Nation's Bcai- 
nebs pre>eraU«ihf ilk side. Indeed, if it 
did not, Messrn. Boyd and Benton, you 
would most likely think teas of iL 

David L Bondou 
San Antonio. Te\. 

Finding la wit in defaults 

In your October "Letter* to die Edi- 
tor" column. Arch Shroyer says that 63 
of 100 Small Bujdh«»* Administration 
loans prove to be good risk*. Thus tells 
pill- I Kilt lhe SB A fk-fault riiti- :w per 
cent. 

J do rwii krs^w uf any bank U«iay that 
could metal with snch a default rite, 
Bused on Khroyer's fi^rur^ft. tinker]* 
ruuM t«- :tft Umifh iH-Ctt-r iinl fe :fs rl^-i 

SB A because their lo«s rate Ih lets Umri 
1 percent- 

M AftviN Rag an 

Vice Chairman of the Board 

Stale Rank & Trust Company 

t NJldlHlL '..i 



Arch Shroyer indicated 62 percent of 
loans rejecUKl by bank«, but subse- 
quently made by > ! ■ A j • r- ■ ■■■ ■ ■ ' • ■ hr «/• - 1 1 ■ 
risk&. How matn baukH., wilhout tax- 
peyer support, could stay in business uf 
88 percent of their loanj; were not 
p m d W [luam G . Van' Aitsx>AL£ 

Reno, Nev, 

The FDA at work 

The Food and Drug Adininistratioji's 
medical device ree;uliiTjons are carefully 
ennceived !o increase the HgeiK\v^ bud- 
get and influence, Who could object to 
something called ^good manufacturiiii: 
practices?" They make lhe regulation! 
ambiguous no that almost anybody ezur. 
be threalened with eomplinnce. Then, 
th:$ rmikeeompharicfc: ho expensive itn*\ 
complex that viola dome are a certainty. 

After a while,, the suppliers who man- 
age to remain in busmen will realise 
that maybe ifcjis isn't *oi;h ;i bsul deal 
after *!b 

1 'Before the FOA got involved small 
shops were always trying to buy their 
way in witli low pricing, Now there's 
just us and Alpha fVammi* and Mcl'uL- 
lough on the West Coa&t 

"Who would ha^e beHeved that we 
could get $5fc for :s hiforcMUnS fr.unru^ 1 
Wt- li-iij ,i trm\jul miMjel un N,.- dmwing 
board — it was real good, too—but we 
put ic "ii liolil ra'Jter l.min ri^.uUiiiir it iv* 
m. new device. Now we make more on 
the old frammis than we ever believed 
possible. 

Htusr Boekmk 
President 

Atlantic Ultraviolet Corporation 
Bay Shore. N,Y + 

She dug the digging 

Having recently ipent a week in the 
hot *fun t scraping away the dirt little by 
tittle (and paying for the privilege, I 
tilths Hilih. "They Dig Arrhiir-ol-^Tv" 
[September] wai of immense intemt 
Si i much rJmt I wa_s ■ 1 j -*ap pointed by 
its brevity. Nevertheless, thank ymi for 
bringing back the iTMrniory of a very 
satisfying eKperkmee. 

Would you please give me the ad- 
drew of Earth watch m 1 may write for 
their bro« h u re 1 C aroj. J . P» Aftto 
RocJcy Hill, Conn. 

Editor to note: Th* nddrm if Earift- 
nwitlh Box Jt? t W Jumper fitted, B*l* 
mont Mam, QXlTtL 
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FOR YOUR TAX RLE 



A New Chapter for Subchapter S 

By Samuel Hi Murray 



It will be a lot easier now for small 
business people to have the best of two 
wnrZds — the world of the partnership, 
which docs not face double mixtion, 
and the work) of the Cdrpomtioii, with 
its legal protection* for owner*. 

Effective January L Congress ha* 
substantially overhauled rules govern- 
ing Subchapter S corporations, all of 
whose not incame ta reported for tax 
purpo&es by sharehnfdpr*; the compa- 
nies themselves pay no tax. 

Sub S corporatioa*— it list count 
there were 500,000 of them— have been 
around since 1968. but complicated re- 
quiremi!uta have trapped many unwary 
business people who formed them 
Owners of a Sub S corporation with- 
drawing cocofne that already had been 
taxed have often found themselves 
taxed again The ccmgrcwionaJ over- 
haul, which samplifi** rule* on distrib- 
uting income, makes that much Its* 
likely In addition* restrielroni on ob- 
taining Sub S status aw loosened* and 
it is easier bo retain that status. 

A corporation aw come under Sab* 
chapter S if txilh the company and its 
stock holder* elect to do so in notices 
filed with an Internal Revenue Service 
district director, Here are some of ihe 
changes that will make such s decision 
man attractive: 

The number of allowable stockhold- 
ers has been increased from 25 to 35 
There still cannot be more than one 
dais of stock, but now the itock can 
lave differences in voting nghis with- 
out being treated as being mail? up of 
different classes 

Before, not more than W percent of 
gmss receipt* couJd be from foreign 
sources; now there s* no capon fureign- 
source receipts 

Under the old rules, if s corporation's 
gross receipts from passive income- 
such as dividends, interest. rents and 
royalties— exceeded 20 percent, the Sub 
S status waa terminated Now there is 
no limit on passive income unless the 
corporation has accumulated such in- 
come from the period before it elected: 

jVofe; For Your Tax Fuc ti on inform* 
turn MUritt for readers, Srr toi and 
ttyul adiwrt fnf gmdaiux ,m all *pt 

14 



Sub S status. If so, and if its current 
passive income exceeds 2S percent of 
gross receipts, the excess is taxed at 
!h'.- Pi fji-nx-Ht corporate rate. If the 25 
percent limit is exceeded for three con- 
secutive years, the Sub S status is ter 
minated. 

Also, a new stockholder is now bound 
by a previously made Sub S election. In 
the pot, a single new owner couki ter- 
minate the status by refusing to em* 
sent to it, no matter how many stock- 
holders wished to retain It 

Hot all the changes are favorable for 
Sub S status. For example, no Sub S 
corporation created after Dec. 31, 1982. 
can own a domestic international tales 
corporation. 

Fanottiei an Banff fits 

Failure to recognise thai an employe 
benefit can be considered a wage and is 
therefore subject to withholding can be 
costly to an employer. 

A typical taxable benefit is the per- 
sonal use of a company car that in also 
driven on company business The value 
of the personal use in excess of any 
amount the employe pays the employer 
for it is compensation taxable to the 
employe. But it is not a wage, so the 
employer do** not have lo withhold tax 
on it On the other hand, if an employer 
pays tuition for children of employes, 
the payments are considered wages, 
and the employer could be hit with i 
penally for failure to withhold ami to 
pay over income tax. 

If the employer provides a taxable 
benefit that constitutes s wage, he 
should precisely determine ft* value to 
the employe aid arrange to withhold 
the rajuired tax from the employe'! 
cash wages. 

Compound Interest fw IRS 

Beginning January 1, the mterest 
rale on added tax that the government 
says you owe or refunds that the gov 
eminent owes you will drop from 30 
percent to Iff percent— the average 
pnme rate for ttor month* t-nding 
SepL SO, 1982. The interest rste will 
change again July I; the rate is to be 
adjusted every six months* 



Although in the past there was no 
compounding of the interest, it will thjw 
be compounded daily. The IRS has 
adopted a procedure allowing tuxpuy 
en to put up a cash bond equal to their 
potential underpayment of taxes— and 
the accumulated interest thereon. Thi* 
will stop the running of in tent I 

The Cohan Rule jives 

Back in J 930, when entertainer 
George M Cohan could not produce 
records to support bin travel and enter- 
tainment deductions, a federal court of 
appeals concluded that he could reason- 
ably be expected to have incurred pmjcIi 
expenaea. It allowed part of his deduc- 
tion* despite the absence of written 
substantiation. This court made law be- 
came knowrbas the Cohan rut*. 

In the \WH Congress outlawed th* 
Cohan rule in the travel and entertain- 
merit area. However, courts have con- 
tinued to use flnsWrnW reasoning in 
other tax areas 

In one recent U.S, Tkx Court case, a 
father could not produce records of 
wrig-s be had j«iud hih .-luldrni m.A uth 
er teen agers to help in hi* newn paper 
delivery business. The court allowed 
about half of such wages claimed on hi* 
tax return 

If )mu ranrifit sighstunciuu' alt of vour 
expenses with the "beat" evidence, the 
Cohan rule can work for you— prm Wed 
the cireumstancss ulrongly indkaW |W 
have incurred the expenses invnlvedL 

Whan W~3i Must Be Mailed 

The law has changed on mailing °^ 
W 2 income Uw formi to employe* 
longer on the payroll at year-end W * 
for * given year have had to be mailed 
by January 31 of the following year, 
with this exception If an employe waa 
terminated during the year, the efflpby- 
er was required to send him hii W'£ 
wiihifj :tn days. I Few nnpbycrx did. hv 
the m»4 N*ow the exception only *F 
plies If the tennmtted employe make* ■ 
written request for the M 0 

SA»cm H MUHUY it a pri**/** 1 
mm Arthur AtuUmrm A Compan*** 



"When your annual volume fe credit. And where we veal ways Benefit Programs, 

heading it sward SH Hi iilh> m. it's found thewpport we needed Today when we hear other 

time tnfivik for big bank savvy to f?row. execs from ami mr: ht : e talk about 

and muscle. Now that we need even more flying up to their big New York 

But that doesn't mean you service and expertise, they're bin bank, we just 



have to go out < >f town. In fad. we enough to help us keep . >\ i gr< ■« ing. were getting all the big bank we 

didn't even have to switch banks. They know all about the can use-right next door." 

Because we're wit! First «ng • B—^l 

■ an Bank of Virginia Right that's critical in our faunm 1 Bl/lMlieiKOil Milk 

where we started 5 years agu with tne\ i v a v out fronton L. -1 1JL_! _• 

a checking account and a line of Management and hmployee U| w||U|||IU 

m — ($ ^* ¥** tan us*, fain nan. r 

»w *-.n.»K.i.< v..^.H.^- MI - . - i WW I.Hw UNitp >f * Tt»~ turn tfc-Ui vvrwunr 



WHO PUTS ON THE SHOWS 
THE PROS NEVER MISS? 



Thmr 's art and a science w pumnjj on an eazxBtlkxi or 
cLmbmct, The saena b tawwinn y«ur judiacr m kjmwttiB what 

The art ls bnn»njt cht rwn ujgrtter fa an imsisiWe «k 
That, in sirapb wofil is vAai National Thjdr Prukictiw 
is ill id - H ? 

Fur *tm i ivjjv we Ml bed mtog whai teed tobe cmSdmdi 
slapdash Indues into a hfhh priie^ijtuil tndus4!\ Hnn^fnK hi™ and 
srffcns whether in an anirwinww to result m mlUks* of iMiib 
kmfc* 

ftiili slw* like Ftdml Office ftttefitt Expo (FOSE): 
Inlegraied Office Tcchncilfjjp f jmirfmce and Fjpwilimi 
1 IVTTjCH ). Date Pfixrwing UiiRajpmtffl 
IDPMA): ,umI 



\stm riiilim of Hcronk Managers and UUuini Mriitnr* 
(ARMA). 

Alii ran if idu drm't recognire thr \ i, i m* - , i h i i ■ h 4 it reraemher 
sflftje of the imfratKre lite the "cnsfii aid rcgairaittti system or 
tin i -.1 thai trade ispa ^liknly arc sorting to look and fed com- 
fatablci wiih plants atni orpcfc and other niceties 

Vui'-Ki.t; Ihuk- hiAluLifmis picnGmd itust-sliinh' Tcsaich ;tnd 
anah-ss. aUowtng edvhrors wai jumtapaniH to <txtenJ lhar 
LYifnrrariiGitkCii 

Ai*d nobody martas and promote* like w dm Which i> <mh *me 
ofdr nestsons ilie pctunew mix, i vumliI ibdepndwJm. 

So irimv tout mak rni^t be. bum speriflc oonsulting to 
tumto npvmiinii adl n wnfcliidM Vilmi.d Ifiuk 1 ! YndupctUni's. 

NATIONAL 
TRADE PRODUCTIONS 

MKAniiapulis Koad Smie 
Uilum, .VLmland 




OUTLOOK 



SMALL BUSINESS 



SBA's Answer Desk Is at Your Service 



Small Lub inert* has a new tolHrec 
information and referral service: the 
SBA answer desk. 

Expert* from the Small Blue new Ad- 
nimitttraLwri'ft officii of adV4K-acy are 
prepared to an&wiir small buaiaeaa own- 
ers' questions on how to ran their ffcrm* 
and how to deal with the government, 
tjuerie* .luring tht- first few week* of 
the service centered on obtaining fedpr 
al contracts and louts, on govemmaat 
paper work rate* and on naurce* of 
management training. 

If answer desk information apeciali*t* 
canl reapond quickly, they will refer the 
caJler to the appropriate government of- 
fice in Washington or around the coan- 
try, say* SBA Adniimfctretnr Jaffltii C. 
Sanders "We want to hefp nrnttll hui^- 
fn^ji men and women deal with the com- 
plexities of government/' he *aya. 

Advocacy officiate will be listening 
carefully to the kind* of queation* thty 
r> f *>:\ >< Vrank Swam, the £ hie (advocate, 
atudying the problem* invoK-vd 
will help uil of iu at the SBA be mora 
respoiujv« to tmail business needa." 

The phone number in the « contigu- 
ous Hinted be* fWli Ittts-FXVi rfhr rium 




m* SBA i ctiM counsel fof »d*ocicv 
S«mifi f»a* call* -1 1** 



her isn't available in Alaska nr Hawaii) 
Hour* iif operation an tt-ttO a.m. to 6 
p.m. EST. Monday through Friday. 
Calls at other timet are recorded and 
answered the not business day. 

Panel Urges More 
Loans, Lower Rates 

The Small Busine** Administration 
should respond to lower loan rales in 
private market* by taking *iep* to tower 
r*t*n on loan* it guarantee** That 1 * the 
view of a apodal advisory committee to 
the SBA that aho urge* the agency to 
make more guoran teed loan money avail 
able tn "iis-Mgning wider juShi mtv lo pri- 
vate lender*." 

Jamrt B. Ramaey, Jr. an SBA offa-ml 
who chaired the IBlMWIltwi committee, 
composed of lender* and small firms' 
owner*, says he wrmld like to Ht the 
committee's proposal* go into effect 
quickly, hut hr conredn fast action k 
unlikely. Two new programs require go- 
uhead* from Oxigram, The programs: 

• A secondary market operation run 
by private brokm that would em nfafa g 
SBA guawitjv-! loam tn puctagi-* nf 
$10 million kp S2S miUkm for 
resak irwiituUmal inv*sk 
tora. Large LrnnwictKm 
I would permit tower ratisa, J 
enttinft Having* that could be 
panned on to borrower!, the 
committee aaya 

• A loan guarantee pro- 
gram thai would aJiow eligfole 
financial institution* fiwtorn 
to attach SBA guarantees to 
loan* without prior agency re- 
view, subject to an overall oafi- 
mg on such k«kfl*. fUii lajic 
would be cut became the SBA 
role would he limited lo rooni- 
tofinf a lender'* portfolio 
rather than approving WMd- 
ual requcati for guaranu^- 
Aod agency money could be 
ippbed to more team beam 
\lw guarantee wwuld be limit 
ikI in 76 prnml mwwi of 9b 
percent at in the etiating 
guaranteiHlkMU'i program, 

Thi? committee alio urge* 
eliminatjnf maidmam inten^t 
rate* to SBA guaranteed 
kwut— ■ change SHh Admin- 
■tmtor Jam** C Sander* can 
mike wtliurtit 



action. Under present Hikst, artfate feod^ 
er» in SBA programj am charge up \o 
2*< percent above the lowest New York 
prime inlereat rate. The committal says 
this impoaitiofi of a maximum rate has 
been counterprodoctire: Lendn have 
frequenlJy treated the rate aa a recom- 
mended one, hot as a ceiling. 

Another suggestion: increaw the maxi- 
mum loan level to II million from 
j.Vu.uijj lii^jiu^ of tnfkition, i.h»- l.^rj- 
number is "m longer a rewonabk^ fig- 
ure" far a aignifkant number of Hmall 
firms* the commfttee aaya. 

Push for a Bigger 
Slice of Federal Pie 

Only 20 percent of the approximately 
SI 00 billion the federal government 
Kpendf annually for good* and service* 
gtM-* to ■ null! nnn»— and that share rh 
flhrinkjng. Government procurement 
practices often "diacourage rather ihan 
encourage participation by small 
firmC aaya Sen, Arlen Specter (R Pa ). 

Specter haa 10 coaponaora for a bill 
that would guarantee buffinesaeK at 
lea*t 45 dayn to bkt on each contract. 
The bill— Specter c*)b It the Small 
BuBineaa Procurcmenl Reform Act— 
woulrl tie jiarUeLamrJy helpful \*> su&U 
firms, whkh are often the bat to hear 
uf contract opportunities and thua have 
limiu-d I ndtling ume. 

Alan, blowing 4fi day* to aubmit a bid 
would remit la "aigmfieantly im 
proved" proposak, s»ay» l^o J l^ndan 
villc, prenident of 8o-em|>h>ye (faiuum 
Kngineem, of .Spnngfield. fit., which 
haa designed brlqne and buildinga foe 
the government. "Hie two-we«k period 
typically provided n barely enough 
time to gather additional m formation 
and develop and aubmit a projwwal,"' ho 
says 

Inadditkm, the Specter bill would di 
rect federal agenae* to hreaJi large 
procurement eontmcta into k matter 
componmia That would give mtiuII 
frrnu n^ore rliancee w aubmit winning 
bidi. 

A bill to give small high-tech firm* a 
larger share of federal apetiding on re 
aearch and development naaaed the 
97lh Congress and other bjila aimed at 
inrreaaing federal contract* anxNIg 
broader aegmeat* of *n«i] buainea* 
Maae cloae lo pa**agt Hew * ffott* f-«r 
paaaage of much prneurernetit legist* 
lion ate expected early in the next *e* 



ounooK 

Politics and Stock Prices: A New Link 




Gsry Scntsrbsum: la m# stocfc m»r**t 

hotted for i rMl«tbOrt rbd* upwird? 



Now is the lime to buy stock, if his* 
tory is going to repeat itself A Purdue 
University research team ha* found 
that the return on common stock im usu- 
ally auoKlantially higher in the last two 
yeua of a President's t^rn. than in the 
first two. 

Profs. Gary G Schlarbaum and Rog 



er Huang examined nix periods from 
1332 through im. They found that av- 
erage annua] rata* of return during the 
second half of a presidential term 
ranged from 5 to 2$ percent higher than 
in the first half of the cycle. The utrgal 
differential was found in the most re- 
cent period, mi to 1980. 

Schlarbaum believes that the expla. 
nation ib that in the second two yean of 
his term, a President is trying to get re- 
elected by stimulating the economy. 

Schlarbaum and H unrig compared 
the performance of two hypothetical In- 
vestment strategies from 1901 through 
1MB. In the first, St was invested in 
Treasury bills and left there, By 1980 f ft 
had grown to 12, 9H. In the second, the 
same amount was put in T bills for Che 
firat tiro year* of each term and then 
switched to stock for the second two. 
That strategy j»Utd Sl&W. 

Putting a Muzzle 
On Annual Meetings 

Should ownership of one share of 
common stock entitle the Friends of the 
Furbish Louse wort to disrupt your an- 
nual meeting with a demand that you 
protect thin endangered weed? 



FINANCIAL 

The Securities and Exchange Com- 
mission is considering three alterna- 
tives for making such disruption more 
difficult arid would like to hear your 
thoughts on the matter. The option* 
are: 

i Allow corporations to establish, by 
majority vote of their shareholder*, 
rules on offering of shareholder pro- 
posals. 

• Remove most applicable SEC rulea 
and let the court* decide what in fair. 

• Adopt a minimum qualification for 
offering shareholder resolutions. Hiifh 
as ownership of at least $1,000 worth of 
voting a lock 

The number of shareholder reaolu* 
t»ns dealing with matter* onJ> distant- 
ly related to the main business of the 
corporation has grown geometrically in 
went years mi general-purpose gad 
fifes ham been joined by welH?rganix*d 
religious and political groups. 

Some corporate officer! consider the 
resulting debates healthy; others see 
them as a waste of valuable Umc. 
Knowledgeable obaervera expect the 
trend Inward debate* to continue, if re- 
h friction* are not impuaed. 

The SBC is spiriting public comment 
on the three option* until February 24. 
Ita address; 450 Fifth Street, N.W„ 
Washington. D C 20«a\ 



ECONOMICS 



The Tax Drag on Capital Formation 



If a University of Southern Catifor 
niu economist's findings are correct, 
further cuts in the marginal tax rata on 
income from capital may be needed to 
Stimulate lagging capital formation 

Douglas H. Joines examined the ef- 
fects on capital formation of changes in 
tax rates and in governm^^ spending 
(at sll levels} for the year* 192" though 
1BT7. 

He found that government spending 
">xerta a stausurally significant but 
fairly small deterrent effect on capital 
formation" For example, a tiO billion 
increase in spending* with no change in 
Che tax rate on income from capital, 
would redruc* ta treatment m plant and 
equipment "bj shout 1600 million" (in 
I9» dollars), 

On the other hand, each perwitage- 
pomt increase m the marginal tax rate 
00 income from capital "reduces invest- 
ment in plant and equipment by shout 
It ,2 billion, M a much stronger deierrwnt 
effect than from spending. 

J omea notes that 'effective tax rates 
on the income from capital were cut 
iubstantially in the early L%Ds but had 
returned to their prevtan b**is by 
ISflO' Wtjeves that the increased 
Ua rate, '^mtoubtedly helped stifle 
16 



the investment boom of the l«fla." 

Joine*' research was presented in 
Economic Renew, published by the 
hVrlfral Reserve Bank of Atlanta. 

Pension Coverage 
How Brood Ii If ? 

A lot more workers can look forward 
to receiving a pension than a communiy 
cited atauatic would indicate, seconding 
to a study sponsored by the American 
Council of life lnsurw> 

Critics of the private pension system 
often point out that only 
about half of American work* 
m are covered by it Hut 
"this indicator can be mislead- 
ing/' nays G, David Hurt, 
chairman of the council's task 
force on the long-ran/i- n il 
of private pensions and vke 
pnwiJpnl ^if Hanker* Ufe 
Cowipany, of Des Moines. It is 
misleading KmmNI many of 
those who are not covered at a 
fta* tiM.tffltveatuaHy be- 
omM- covered \»*tf»* retiring, 
he explains 

For example, the eounctlt 
study shows that more than 7 



out of 10 of the workers now m the 40- to- 
U age brack 1 1 w\]] n.reivirig penniun 
boiefita (in addition to Social Security} 
by the time they retire. For marrM 
couples, there is an MS permit chance 
thai one or the other will qualify for a 
pension and a 50 percent chance that 
both will. 

Of those who never qualify for a pen 
(too, 90 percent will have worked very 
litlk< between 1*79 and the assumed re- 
I la ment date of SOU, 

Thr cuml-inaUfin of Sodal . 
»m1 ..rher tensions will reptaail_ 
age of 76 percent of preretirement 
come, after taxes, for those covered 



* an aver 
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Percentage R*c*Iwinf 
Pension Benefit* 
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The North Star 
Hard Sell: 

Free Software! 



Buy a North Star ADVANTAGE or 
HORIZON* small business computer trom 
your participating dealer before December 
31 , T982, and receive one of three exclusive 
software packages . . FREE Choose 
either our Enhanced WordStar tor word 
processing. Enhanced MicroPlan™ for 
financial planning, or tnfoManager IP for 
database management You also receive the 
regular North Star bonus of our free 
BUSIGRAPH " software for business 



graphics preparation, or business BASIC 
for program development 

Arid theres much more. North Star 
ADVANTAGE and HORIZON computer sys- 
tems otter you more ways to help your 
business than any other small business 
computer on the market And prices start 
at only $3599. 

To get more information on this 
exciting free offer, call toll free for the 
North Star dealer nearest you 



1-800-447-4700 

FOLLOW THE STAR JUL 

NorthStar" 

"WMfa M<r 4 iimpuif n, in* mm i mi+Unm Mj*h 




Jockeying Begins Over NLRB Posts 

ine as iwanl •. iwinvun i-mci- f'nrtidrrtt. 



John Van 6* Water |1#fl) and Hooert 
Hunter; On* may soon lUvl m* SLRB 

Two vacancies lire developing on the 
Wttttntil Labor Relation* Board, 
prompting come discreet but vigorous 
activity by both business and Labor to 
get appointee* who share their philoso- 
phies, The board ia a quasi-judicial fed- 
eral agency. Since ita establishment in 
IWj, it ha* concerned itself with con- 
ducting union representation elections 
and resolving charge* of unfair labor 
practices* 

John R. Van de Water ha* been aerv- 



Reagan appointed hirn last year. But his 
appointment ha* not been confirmed by 
the Senate. The Senate Labor and Hu- 
man Resources Committee ia split even- 
ly on whether to approve Van de Water, 
and the full Senate wili mit act on the 
nomination until the committee vote** 
Van de Water's interim uppoiritmenE ri 
pires after the present Congrea* ad 
jo urns. Abo inspiring in December ia the 
term of board member John Fanning. 
He ia considered the moat Libera] of the 
board* five member*. 

Other member* are Robert P. Hunter 
(a Retail appointee)* Howard Jenkjja*, 
Jr„ and Don A. Zimmerman. 

[n theory, the board » nonpartisan: 
its member* are appointed to five-year 
fcerma by th* President, subject to ap 
proval by the Senate, Business con- 
tendi that the N LKH is still too far to 
the left; organized latnir disagree*. 

Huddling Together In 
An Economic Storm 

Labor and management will cooper- 
ate more closely in the yean ahead, 
according to a study released by the 
W E. Upjohn Institute for Employment 



Research in Washington, Titled Labor- 
Manaffermrrit Cooperation: The Amer- 
ican ftrpeneitfA the study say* coop- 
eration will be encnuraged by these 
factor*: 

• The ■ J (imaging effects of inflation 
and low productivity on wage* and 
profit*, 

• Stow, uncertain and uneven eco- 
nomic growth in a getting of high inter- 
est rate* and huge defense demands 

a Intense foreign competition for 
market* in the United State* and 
abroad. 

• An aging labor force, which will 
become increasingly concerned with job 
security. 

• I Minora tiou of the economic haae 
of once-prosperous regions of the 
country 

• More automation and use of robot* 
in production, threatening conventional 
skills ami existing job*. 

• Budgetary stringency at the Mat* 
and local level*, diminishing thr bar 
gaining power of public-tier* irr uniim* 

The study fon»casts more joint pro- 
grams between union* and employers 
to raise p"«lurtivlty and to improve 
product quality Employer* al*o are ea* 
petted to shore more financial inform* 
Hon with unions and to place mnrr ta- 
bor loaders or* boards of director*. 



ENERGY 



Burning Gas Instead of Dollars 

Natural jipus pricing hi the United 
State* is being dervguJaU-d gradually, 
and the expected price increases may 
spur furnace aatai. 



and home* can now be 
heated with substantially less natural 
gaa than before, thank* to new high 
efficiency furnace*. 

Most gas furnace* in use today are 
10 to 60 percent efficient depending 
mainly on their age. Many new models 
use well over SO percent of the gas they 
burn. 

Some operate by pulse combustion, in 
which small quantities of gas and air 
are ignited between 80 and 70 time* per 
second. Other* have no open flame, 
which adds to overall efficiency. A few 
achieve high efficiency with the help of 
compact heat exchanger*, 

"As more home* and businesses coo 
vert to theae aystems, energy Savings 
nationwide ihould be pretty dramatic;" 
says an American Ga* Association 
Spokesman. 

About 80 percent of nonelectric ener- 
gy consumed annually in L'.S. homes 
and commercial building* goe* into 
r\\w healing, according to Te4 Gill#*» 
director ut advanced w;.-r^ -■. :->m* at 
Lmwi Industries, be ' If thai raergy 
were used at the average efficiency of 
the pulse furnace*, national energy 
consumption for space hratmg wouid 
drop almoat ST percent," he say* 
18 



Costs Slow Down 
Conversion to Cool 

Until the coat of natural ga* rises 
well beyond current price*, many Indus- 
trie* are likely to delay converting to 
coal for steam generation, thus pro- 
longing the depressed boiler market. 

Coal is an economical fuel for Large 
boilers that operate almoat 
continuously However, the 
heavy capital investment re- 
quired to make the a witch to 
coal puts conversion beyond 
the readi of many companies 
that use gas, 

C Thomas Breuer. a chem- 
ical and metallurgical rnigr 
fieering specialist at Arthur 
D. Utile, Ine., suggest* two 
rvmedie* An industrial COB 
pany could arrange for a 
third parry to own the coal 
find system, which the in- 
dustrial user would then 
Or the industrial uawr 



could buy steam from a third party 
owner-operator on a useit-or-not basis* 
paying for the ateanV* availability, re- 
gardfes* of whether it was used. 

Wh> <T.rL.sider either •Btfeftl '15up 
plie* of ga* aren't a problem now P but 
in view of the natural gas fchortage* of 
thr- mid Ytfth. industrial planner* may 
opt for a coal-bummg capnbtltfv (o en 
sure a steady supply of fuel in the fu- 
ture/' say* Breuer, 

Natural gas executive* counter that 
gas supplk-* wilt cmUnue to grow Kn 
ergy Department officials aren't a* op 
Umiatfc; they forecast that proven rr 
will decline slowty 
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WORLD'S SYLLOGISM: 

A. MOST AIRLINES WASTE YOUR MONEY TRYING 
TO BE ALL THINGS TO ALL PEOPLE. 

B. WORLD SPECIALIZES IN LONG FLIGHTS 

C. THEREFORE, WORLD SAVES YOU MONEY ON THE LONG RUNS 

WE SAVE vou MONEY ON THE LCWG^WS 



Airline A, B, C, D.et seq 




WORLD AIRWAYS 



W.U- saw fhawcisco^omlano • toe anoius • nf* von*, Ntw*« • **3Ni**!OH»iwmio«* uonooh* fiw**um 




rvr lir riaim cuf ihr *akr warn* ytiu. phwtr MO)} r*L<WUln VMM tenia. tim\ 773-20* 
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Tlu'it-sa lot nl'diheivni software being siild these 
f{iiwsr»tTWH-]lin^ nxm? than mliro. 

fn tin' jkisI vrcir. MiemlYo sotlwaiv systems have 
consistently been named lop Ml best 
sellers for basins srili ware in computer 
-Mn-s around tlu" country, according t<> 
Computer Mmimmtisiuff maj$i/Jno. 

These sjMcms include the \vbrdStiir." MailMcrge" 
and Sja-jlstar 1 " word pnKTssing paekn^es 
which tan save t vou a jgxxl den] cit'tinn* 
when you prqtare documents an* I n-jwrts, 
and the f )a(aStai * am 1 ( -ilcStar" packagss 
which help Mm access files instantly and do 
iirKimiil Joivt .i>tin«i in minutes. 

All of them run on most .ill minoeoriipimr 

systems. Meaning when you choose ml hvarv 
for your computer, there's no mason to 
settle Joi anything less ilian lhel)est. 
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If you can see the forest, First National is the hank worth knowing* 





I first National Bank 

OF MARYLAND* 

The bank wrth knowing 



WHAT GROWS IN 

GABON? 

TIMBER! 

In (act over 300 species o( In I he mining Imhistricvgrew US StceL Amoco. Lockheed, 

timber, Gabon * dense cquato- 200% In J list S years. Mobil. All have discovered tire 

rial forest Is the second largest The petroleum Industry, investment Incentives and ptef- 

forest In Africa. How, as the whk to mw occupies 25 torn- cnrntial treatment accorded 

lYartsCkthon railway penct tales panic* In cxpkitdtktn and ptu- them by the Gabonene govern- 

cast Into the rarest ra^k new duct kin, expects 70 to 140 m i I - merit . Al I are aware of the 

resents of timber become If on met rfc tons from Gabon's peaceful and pnident dcvekip- 

acxeswibtc. Immense oil basin, men tot thisrkli Affirm njtum 

Along with timber and rail- What grown In Gabon — be- 

way miles, mining induct rlea sides the industries dcvek>p> iStJ^Tmmf inttitt»t 

qmw In Gabon. Last year. Ing these Incredible natural ymff*. . n.^rn f»y «*■ ^ 

Gabon pftxliicod 25. 000 1 on* resources? OitK>nesc: Cmtusw 

of uranium and l«8 mil I Ion The number o4 us> companies Mitttt Mi Mt. o»vM s, Kuh* 

torn of rn^nqanese. Pmd uctlon in Gabon . 20M 20ui Street Itetitwui 

^^^^^^^^^^^^^^^^^^^ ft^idfpftfi I* t loom 
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WE FIND THE ANSWERS ...RETHINK THE QUESTIONS 

In many discussions about nation- If they make the wrong chokes, consideration may not be avaii^ 

al needs, one crucial point tends we could all suffer Even if they able for at least 10 years? 

to be obscured U S. leaders— make the right ones, and those Addressing a contingency, a 

especially in the defense com decisions are not skillfully imple- known threat, or an implemen- 

rnunity - are constantly faced mented. we could still be in big tetion g oa] , lhe kcy is in knowing 

with the need to prepare for a trouble. The stakes, as we all how best to define each core prob- 

wide range of future threats and know, are very large. Jem or requirement, focus on Its 

other contingencies Perhaps 10 The BDM Role How does BDM central issues, derive the best 

. , . 15 , . - even 25 years away, support its clients in resolving this possible data about them, quan- 

The exact nature of these contin dilemma 7 A dilemma further com tify and qualify the pros and cons, 

genctescan only be surmised. Bui plicated in many defense pro- and come up with solutions that 

our leaders have to make and grams by the fact that major sys- work Then help make them work 

implement pivotal decisions now terns or counlerthreats now under The first time 




TTrat, In a nutshell, is what BDM the real questions find ihe nation.il progrorns, computers, 
has been doing for its clients for answers . . . and perform the de- and advanced technology. 



more than 20 years It s a busi- sign and implementation tasks would be pleased to tell 
ness that requires teams of ex- necessary to make practical so- you morc afc^ BDM. Whether 
perienced. talented technical lutions work has created a new your interest is in getting a mf^or 
professionals. It takes motivation era of growth and expansion for problem solved - or just gaining 
and commitment. It takes exper- the Company, a better financial and operational 
tise in research, analysis, design, | n addition to a comprehensive perspective on our Company- 
test and experimentation. It takes spectrum of defense and commu- we welcome your inquiry BDM 
large-scakresourcesand facilities, motion* programs, the Com- International, Inc. 7915 Jones 
And It pays off (ask our dlenteX pany has become increasingly Branch Drive, McLean, Virginia 
A New Growth Era BDM s Jem active in important growth areas 22102 Phone (703) 821-5000 
onstrated ability to understand of energy, transportation, inter- Telex 901 103, 
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In the East and 
throughout the USA . . * 



PLinninK^fdmilv vjcilinnf t)r rnjyhe your? look ing iordi meetings^ 
lo oiler oiiKtJridinfl conference Idrililie* dnrl rvvori ,imeniries! There 
d-re murt- ih An 2W Hi(i«n% in the USA! All 4te leddy 1o serve uplfae 
thirty I h dl m*i ke y mi r 1 r ip memorj ble , , . w helher if '* for pi e j*ur e , , * or 
business wiih pfe.isure. Hilton fedlurps hffte potftk cucitinft enter - 
tdinmerrt jnd dining* comiorf dbte founts, arid meeting JtcomrnodA- 
lions thai bett wit your requirement And when you visit a Hilton, 
rhrintet Are you'll lincl ftoir, trnnn. 4ig>hKi?t»inyi mu.u rimiH, hi id the 
..inii^hirs ih.il mjkn- Hillnn most desirable . . . right al your doorstep. 





Nf W JEHStT 
Mount Laurel 

Mount Laurel Hdion 
Newark 
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Parsfppany Hiilon 

5Cf JlltU* 
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CM Hilton Reservdt ion Service in your city 
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COMMUNICATIONS 



Broadcasters Balk at Relaxed Rules 




Small-town radio itaitani sea a uveal 
From more powerful big-cdly nfHghbora. 

A broadcasting trade ^ruup Fears 
that the Federal Communications Coni- 
rnrsiuon's push to deregulate the broad- 
casting industry will result in neglect 
of small communities' needh. The Na- 
tion*! I Association of B road cas fens, 
with a membership of 4,500 radio sta- 
tions, and rJLH? tele vision stations, points 
to an FCC proposal to eliminate the 
certification procedure for mnUicity 
identification. 

At present a station cannot name two 
or more communities following its call 
letters— a ninltjcity identification— un- 



less the FCC certifies that the station's 
signal fu lly enters each city. If the cer- 
fifitltfbf] procedure is dropped, perhaps 
ds soon as four month* from now, the 
PEG would be abandoning its "statu- 
tory obligation Lo continue , , . respon- 
sive local broadcast service/' says N AB 
lawyer Harry D. Umansky* 

Station* in small communities rnitftit 
lose listeners if a powerful station li- 
censed in a major market were able to 
identify with any city it wanted U\ he 
says. fn addition, be say advertiaere 
could be misled since a station could 
claim coverage of eitieH thai, ite trans- 
mitter 1 rarely reached. 

PCC Chairman Mark S. Fowlfsr say* 
that, ideally. hmadeHHter* ^hnuM he 
free of sill federal regulation. "If a 
broadcaster plays fast and loose with 
an advertiser or a ratings service, it 
should he a matter for a focal court, nut 
a federal agency/' Fowler aays. 

Electronic Mail: Make 
Or Break far USPS 

The U.S. Postal Service most become 
heavily involved in electronic mail deliv- 
ery r| r face an almost inevitable steep 
decline in its mail volume and work 



force. That'** the principal finding of a 
book length study by Congress" Offi< 
of Technology AssesamenL OTA *ays 
the volume of eonventiuaat (p$por) mail 
is likely to start falling in the ISSfts 
because of increasing competition from 
com puter-tCM:omp liter electronic mail 
and electronic fund transfers. 

The post office could forestall its de- 
cline by expanding &-COM, its modestly 
successful computer-originated mtu l 
service, the study states. 

Under E-COM procedures, the USPS 
nccepts letters in electronic form, con- 
verts them to hard copy, inserts them fa 
envelopes and delivers them. Dun rig 
July, M uM uverniH 172,000 ptecn of 
mail per week. 

Sen. Ted Stevens (K- Alaska), chair- 
man of a subcommittee that overseen 
the past office, flees electronic mail as 
"the beet opportunity to increase in- 
come" from postal operations. 

USPS expansion in eiectrunk mail de- 
pends on a go-ahead from Congress, 
but such a decision may be years away. 
Private telecommunications firms will 
work to prevent a plugged-in post of- 
fice, OTA sayts. 

The reason: If the USPS became a 
major force in electronic maU J the tfov- 
eromen! would be subsidizing competi- 
tion with private industry. 



INTERNATIONAL 



Made in U.S.A. by Foreign Owners 



What ft that those all-American 
standbys — Girl Sco a L cookies. Good Hu- 
mor ice cream. Eak? Fifth Avenue and 
Lifebuoy sown — have in common- 

The surprising answer i& that they 
are among the growing" number of 
products and enterprises now cou- 
t rolled by foreign owners, as the trend 
toward widespread foreign takeovers: hi 
I in 1 1 fulfil PtiiU'h cimtiEuse*. 

In a book to be published by 
Met i raw-Hi LI next March. Earl Fry puts 
a measuring stick on foreign capital 
outlays and suggests that they will 
come in ever-larger amounts in La all 
corners of tiio United Stales in the 
years ahead. 

One of the shockers that Pry, a pro- 
fessor at Brighani Young University in 
Utah H will present, in his bunk In Lhe 
long list of " American" firms, including 
the bums chain of restaurants and 
Alka'Settzer. now in foreign hands. 

Fry predictw in Tlie Poiitiat r>/ Inter* 
nalitfTiaf In vest mm? thai within the 
next Few years competing American cit- 
ies urul >taU'^ will wast* 1 gtaftS d<-nl bf 
^incentive" money in the chase after 
foreign capital 

He says that European investors will 
gladly locate in this country' because of 



la* advantage and lower labor costa. 
When employe benefits are taken into 
account, he says, American wa^es \\r*> 
well below those in several rJurOfjean 
countries. 

The Cost of Curing 
A Conors Congestion 

The Panama Canal wiSI becotn* the 
setting for one of the world's biggest 
traffic jams in 20 years, when it will no 
longer be able to handle shipping de- 
mands unless very costly improve- 
ments are made. 

That ! ^ the finding of a panel of inter- 
national experts put tuff ether by the 
Futures Group, a Cenn^cticut-bnised 
consulting firm working on u special 
-U'Jy for r Jim Star*- hepnrtment. 

Experts — including those from the 
world of fUmiu'i', enjrmeenng, shipping 
and the Panama Canal Commisaion it 
self— agreed in Ocinlier that building 
petroleum pipelines along the ran a I 
mute is a "mum." The pipelines should 
be built with private fundb and would 
pay for themselves in less than four 
years, they agreed. 

The experts could not agree which 
other improvements to ease future bur 



ileus on canal truffle were clearly pref- 
erable, 

Projection* show that 25U m?lli<m 
tons uf freight will pass through the 
eanal in 20 year* (compared with 185 
million tons in l»S2j> which means 48 1 
50 ships a day {compared with 37 to 40 
ships now). 

The experts say that adding two 
more lanes of locks would cost at least 
$M billion with interest and inflauou 
mred in, A new sea level canal would 
cobi. 1 il billion al current interest and 
inflation r&tes and would take up to 15 
years to build. 
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When th* Panama Canal's capacity li 
enlarged, the price lag will be high. 
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AsiisfanJ Treasury Secretary John Chapoloo 
hopes, to aee no new tax legislation for a J 
while, but he is unlikely lo gel his wish. 

Teams of lawyers at the Internal 
Revenue Service are involved in 
more than #0 projects to draft regu la- 
in ihs implementing Lhc 1982 tax in- 
crease UiW. Private sector experts &uy 
that na m&ttar hew the regulations 
come nut, there will be years of litiga- 
tion river interpretations of some see* 
tions of the law. 

Agairifit that haekgrouiid, it is not 
surprihinjf thai the Treasury Depart- 
ment's tup authority un tax policy. As- 
sistant Secretary John Chapoton, 
suggests "a moratorium on tax legisla- 
tion for n year or tW 1 white n?uent 
changes are digested. 

That would appear lopical after the 
fi&cu] upheavals of the paat two years, 
which have seen hoth the historic, suu- 
ply-Hide tax euta of 19K1 and she record 
tax increases of this year- 
Hut ft-scstl and political developments 
make it highly unlikely that the admin- 
istration and Congrats will have the 
luxury of a hiatus on tax testation. 

Tw<i factors are already generating 
strong pressures for more revenues: 
continuing deterioration of Social Secu- 
rity finances and annual deficits now 
threatening to approach $200 billion by 

Another factor; Democratic gain* in 
the House of Representatives reduce 
chance* that President Reagan can 
make much headway on offsetting 
higher defence spending by reducing 
jrrowth of social programs. 

In addition to Social Security, tax in^ 
crease efforts will be targeted on in- 
creased compliance, closing of socatied 
loopholes tan approach that generally 
translate* into higher hufiiness taxes), 
an increase in the gasoline excuse tax, 
higher taxes on the insurance industry, 
and deductions far intent and medical 
expenses 

At the same timc\ liberai Democrats 
anxious to assure sufficient revenues 
to maintain aucial pro>rramK will be 
pressing for repeal or delay of the addi- 
tional LO percent reduction scheduled in 
individual income-tax rates and for re- 
peal or rollback of tax indexing, which 
will limil revenues from inflation-in- 
duced wage increases that de not m> 
prove purchasing power. The tax cut is 
due. July L indexing to atari in 1986. 

Prospect* fur success next year on 
either point art- virtually nonexistent, 
us lung as President Heagun stands 
firm in hin defense of tht- two Lax-relief 
measures. GOP control nf the Senate, 
rM to mention the veto power, affords 
powerful protection to the tax cut and 
indexing. 

But Democrats undoubtedly will use 
both as bargaining chips in seeking tax 
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Tax Outlook 
For 1983 

Political developments and looming 
deficits point to more tax increases 
on the heels of this year's. 



in creams, particularly those that would 
fall heavily on business and upper- 
bracket taxpayers, 

Although officially opposed to fur- 
ther taK increases, the administration is 
not closing the door to them entirely. 
President Reagan, who had expressed 
outright opposition to them, appeared 
to be choosing his words more carefully 
when he told a Republican gathering 
recently, "I don't foresee any tax in* 
creases that we would introduce. 1 ' That 
formulation recti! led the record 1982 
Lax inr reuse, which parsed only be* 
k-auHL- Reagan embraced it after ft origi- 
nated tn the Senate Finance Committee. 

The possibility that tradeoffs with 
Congreas might be needed to help Uea- 
j^an advance his fiscal goals next year 
was raised by William A. Nrckanen, Jr. 



a member of the President V rounci] of 
Ecomunic Advisers. He told a business 
audience at the U.S. Chamber of Com- 
merce: "It may prove that some form of 
lax increase will be necessary to #el the 
necessary spending restraint," 

CONGRESS is also sending signals. 
Senate Finance Committee Chair- 
man Robert Dole (R-Kans.J. author of 
the Ittftl tax increase measure, denies 
lit- hn'-. i-luns to seek further increases 
in 1983 but continues to express inter 
est in closing loopholes." 

Dole statement along that line were 
a prologue to Ujl 19S2 bill, which wa* 
designed to yield 8100 billion in addi- 
tional revenues over the next three 
years. 

Since closing a loophole tendfl lo have 
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R4p. Dan HnntercHgwski ^Iflft I and Sen Robert Dole 
w!l< be key fFgurea in lire federal fiasfll picture. 




the same practical effect as raiding a 
tax, even expert* uh**n find it difficult 
Hi tell the difference. 

Another key Kopublicun senator. Bob 
Pack wood of Oregon, chairman of the 
Senate Committee on Commerce. Sci- 
ence, and Transportation and a Finance 
Committee member flja-tly predict* the 
introduction of a re venue-raising pack- 
age similar to the Uft2 plan, which used 
improved compliance and closing uf 
loophu-les as Lhe basis for extensive tax 
increases. 

The staff pf the House Ways and 
Means Commit ten has heen studying 
options for increased taxes , The com- 
mittee'k chapman, Uan Kostenkowski 
?[' ULk warns that prospective budget 
deficit* may trigger further business 
Lax hi creases if Reagan remains eonv 
milled to the third-year tax cut and to 
index in 

Tax experts in the private sector are 
divided on the outlook for VM\ in- 
crease^ but the general view antici- 
pates such action. 

n Utiforturialely, I think there is 
ing to be a move for further business 
tax hikes, - ' says David Rahoy, execu- 
tive director of tlir Institute for Re- 
search on Uw Economics of Taxation. 
As do other experts, he says the energy 
industry fa the ffitrtt likely target Ener- 
gy taxes have been a mnjor factor in 
the Ways and Means study. 



L 1 wouldn't be surprised if we get u 
Lax bill Of sunie KOrV" says Rohert E. 
Hanson, director of tax practice for Ar- 
thur Young & Company. He points out 
it wj|[ be easier to raise taxes in a non- 
election year. 

Mary K. Ryan, an assistant vice pres- 
ident in Lhe corporate La* office of Har- 
rifi Bank^ of Chicago, hays, "[ expect 
the Soctal Security tax to be raised und 
the benefits to be cut, but 1 don't think 
wc an; g-oirsj^ to get any major corpo- 
rate tax legislation this year/ 

l>avid Frannsiak, di wtnr of Lhe Tax 
Policy Center of the U.S. Chamber uf 
Com.mercc k believes that "given the 
deficit projection* for the nest several 
yeartt. we can expect more tax in- 
creases in the name of deficit mluctiun, 
perhaps one every year for the next 
three years. rr 

| or all tax CHANOBS that appear to 
be- in the offing involve increases, 
There is a tfood chance thai the capital 
gains holding period wilJ he reduced 
fr-iin ..r;e year to nix months and llmt 
Cor; greet will approve the enterprise 
zone plan providing tax advantages to 
husi nestles that establish job-creating 
operations in inner cities. 

Tax simplification steps will again be 
proposed, as Mifv have U-vw for many 

E m but will likely get a relatively 
jw priority. The key initiative in that 
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Presidential economic Adviser William 
Nlfkanftn says ■ tan Increase may tie needed 
35 a trade ori lor spending re^tralnl. 

area, th e so-cn I led flat-ra tt Uix , e njoy i-i ) 
a flurry of attention this year, but no 
significant action ifi expected in 1<)S3. 

In its purest form, a flat-rate tax 
would he a fixed percentage <>f income 
for all taxpayers, wiih no exemption^ 
deductions ar credits. 

Most af the pending bElls do not go 
that far hut would retain some degree 
of deductions and progressivity, Con> 
gres&ional hearings and debate over 
specifics may caver many months, and 
if legislation finally emerges, it will not 
be designed to rase significant iww 
revenues. Over the short term H most 
tax legislation Congress cjji aiders wil; 
Ijo aimed at doing just that 

IFTHER^ is a sleeper in the tax reform 
movement it is the progressive ex- 
penditure tax H also called a cone □ nip 
lion tax. 

A progressive expenditure tax could 
work much like tin- present income Uifc. 
except that anything wved or invested 
would be deducted from income before 
calculation of the tax due. Anything 
withdrawn from aavitigs and spent 
would be added to taxable income for 
the year in which it was spenL The 
game rule would apply to income from 
an investment and to realised capital 
gains not reinvested. 

Ihrbt could be handled in several 
ways, One would be to add borrowing 
to income in the year borrowed and de- 
duct il from mcomea* Hut hurh 
an approach would cause obviouH prob- 
lentil with installment debt— especially 
home mortgage*. A simpler alternative 
would be to ignore debt in tax calcula- 
tion* The debt would not he added to 
income, and neither principal nor iuter- 
fefEt payments would be deductible. 

The expenditure tax idea was subject 
to much comment at recent SenaLe Fi- 
nance Committee hearing* on various 
flat-rate lax bills. Chapoton testified at 
great Length on it. "[ started off very 
negative about it, and I mu&t say fc I got 
very enthusiastic/ 1 be says. 

Sen. Gary Hart (D-Colo.), a leading 
liberal saya r 41 If we were deigning our 
tax system from scratch, there s a «ood 
possibility that this would be consid- 
ered the best tax ayfitem /' He calla far 
further stady. 

The advantages of the expenditure 
tax are its stimulus to savingn and ilh 
elimination of complicated rules on cap- 
H 1 1 gain* tod depreciation. 

Economist* who wtudied the pOtotW 
effects of a consumption-based tax enn- 
Huded that after a traniiilion period, it 
cuuid rais^ L S. national im'ome Ji per- 
Mjnt or more j«;ryear. 

The biggest obstacle to adoption of 
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such a tax is the sta^gerin^ difficulty 
of getting from here to there. Trying to 
avoid windfall gain* for some ana wind' 
fill) lasses for others would require 
much study, complex rules and a tone 
transition pe nod. "It would be very dis- 
ruptive/ says Chapoton. 

Here is u summary of what the ex- 
pert ^ay will be on the. tax-policy agin- 
•J a when the flftth Congress convenes 
next month; 

Kmrjrv. An increase in the excise tax 
<hr i i Ei ri<.- — in the neighborhood of 5 
rents a ga!Jon— is seen as increasingly 
likely. The money would go into the 
Highway Trust Fund sad be used to 
repair the nation's crumbling highways 
and bridges Treasury's Ohapoton does 
not consider this a budget issue. ' J lt r s a 
user charge thing, 1 r he says, If motor 
Est* want the highway system kept up 
for their us** "then they ought ta pay 
for it" he adds. 

James R, McCarthy, director of the 
Taxation Department at the American 
Petroleum Institute?, waya he doubts 
!b>Te would be strenuous, industry ob- 
jection to a reasonably increase. M lt has 
been a long time since thai tnx wa_s 
raised," he paitita out 

Another energy tax may be sought 
as a meant of culling budget do fie its, 
hut it would not be levied directly on 
American*. Senate Budget Committee 
Chairman Pete Domenici (R-N.M.) says 
:iilMsers have urged him Co pres? fur 
selective oil Import fees. 

The fees, SlG a barrel levied primari- 
ly on ojl from the Middle East, could 
raise $15 billion or more annually. Oil 
from several nations would be exempt- 
ed from the fee*. 



ku ranee, I>oJe has attked the stuffs 
of th« Senate Finance Committee and 
Congress' Joint Committee on Taxation 
to list options for a comprehensive revi- 
sion of tax rules applying in insurance 
companies. He has also asked the Gen- 
eral Accounting Office for a report on 
the taxation of property and casualty 
insurance companies, noting that in 
many cases it has become difficult to 
distinguish their operations from those 
of life insurance companies. 

A GAO report on the life insurance 
industry preceded the I9H^ tax legisla- 
tion, which included reductions in life 
insurers' tax benefits. Chapotori prom* 
ises an administration proposal dealing 
with life insurers. He expresses reser- 
vations about the need for property- 
casualty legislation. 

The major question is not whether 
there will he further legislation affect- 
ing insurance industry tax rule* n but 
when it will lnj enacted. '1 think they 
will be lucky lo get the studio done in 
Llt.^V' *ays Brenda Viehe-Naess, tax 
counsel of the American Insurance As- 
sociation. "I hope the need for revenue 
is not so great that they wouldn't care- 
fully consider whatever might be pro- 
posed." 

Foreign Trade. The domestic inter* 
national sales corporation is on the way 
out, America's trading partners in the 
General Agreement on Tariffs and 
Trade have long considered the DISC 
system— which permits preferential tax 
treatment of income fruin ex|)orts — a 
violation of GATT rules, U.S. represen- 
tatives have agreed to replace ft The 
possibilities range from simple aboli- 
tion of DISC* tu complete exemption 



from U.S. taxation of all extra territori- 
i] income. The administration is study- 
ing the options and expects tu propose" 
something us jmrt of the 1&&4 budget 
package. 

Uomplmnrr. (J hi prnjiusal LJial \± 
likely to receive clone attention would 
hmk preferential capital gains treat- 
ment to investments that leave s* paper 
trail the Internal Revenue Service can 
trace. 

In addition, rongrt.'sy will bt looking 
at bills ihat would require lax withhold- 
ing an payments to independent con- 
tractors and a further speedup in 
estimated lax payments by corpora- 
tions and individuals. 

Loophole Closing. Business can ex- 
pect efforts to scale hack further the 
accelerated depreciation schedule en- 
acted in L881, jjarricularly as it applies 
to the 15- year period on real property. 
In another area, the House Ways and 
Means Committee study appears to 
have targeted tax provisions governing 
intangible drilling costs for modifica- 
tion or repeal. 

Tax credits far research and develop- 
ment will also be scrutinised for rodue- 
lion or repeal. Chits for eliminating or 
scaling back thv deduction for business 
entertainment and travel, a favorite 
tactic of congressional liberals, will 
again he heard. 

Individual Taxes, Effort* will be 
made to limit deductions for interest 
payments, except those on residential 
mortgages, and to limit the lax deduc- 
tion on employer contributions to em- 
ploye health plans. Amounts- paid over 
the limit would he taxable to the em- 
ploye. □ 



Tux Indexing: Big Benefit at the Bottom 



As liberal Democrats in Congress 
muster to cancel the indexation of 
tax rales to inflation — scheduled to 
start in 19#5 — word comes from 
Canada that a similar system there 
is proving of most benefit to lower 
income groups. 

Canada indexed tta tax system in 
1974. Each year, the principal per- 
sonal exemptions and the top of each 
tax bracket rise by the amount of 
the increase in the Canadian con- 
sumer price index for the previous 
year. The U S. system will operate in 
a similar fashion, adding the "ebto 
bracket amount'' to the indexed fea- 
tures. Neither system indexes the 
corporate tax. 

Given these similarities. 3 Canada 
an and an American tax expert de- 
cided lo compare the two systems. 
The authorities are Jeffrey H Kline, 
a manager at Arthur Anderson & 



Company, of Detroit, and C.T. Lau, a 
professor at the University of Wind 
sor. Ontario. 
Their findings; 

• Inflation-induced increase in 
tax rates do not increase effective 
rates equally h but fall more heavily 
on middle- and low-iircome taxpay- 
ers. ThiK happens because tax brack- 
ets are wider in the upper income 
ranges, and because families with 
more dependents suffer more from a 
decline in the relative value of per- 
sonal exemptions. 

• Tnflation-induced tax increases 
may lag the business cycle, taking 
effect during a slump in responRe to 
price rises from a previous bourn. 
Under some conditions, this undesir- 
able effect in offset, by indexation. 

• Had the U.S. indt* nation system 
been in effect from 1974 to ItlBO, the 
greatest lax Havings would have oc- 



curred at the highest income levels, 
followed ctoaely by the middle in 
come group, The reason for lhii* H the 
authors say, is that during the peri- 
od covered by their study, legislated 
tax changes in the U.S. tended to 
protect low-income taxpayers from 
the effects of inflation, but tint mid- 
dle^ suad high-income taxpayers. 

Under the Can ad inn system, a 
married taxpayer with two depen- 
dents, under the ajfe of 18 and an 
income of S20,iV>n would have paid 
$£ P G9G in federal and provincial taxes 
without indexing. With indexing 1 , the 
tax was reduced by $289. to 401— 
LO J percent (ess, 

A taxpayer with an income of 
$n0,U00 paid 5S51 less h luxes, a sav- 
ing of 4 * percent. At the St .OO.OM 
incame kvd, the saving wa» only H 
l>ercent, cutting taxes from £j2,4tM 
to 541^5. 
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1 hen Democrats rushed 
n $1 billion public 
works jobs program through 
the House of Representa- 
tives in September, Republi- 
can members assailed ihe 
plan as a budget-busting po- 
litical scheme sure to die in 
the GOP-controlled Senate. 

Republican senator* had* 
after all been s Launch sup- 
porters of President Rea- 
gan aland that the federal 
government could host %ht 
une nip laymen t with ftN»* 
market economic policies con- 
tributing to a strong private 
sector, 

Within days after last 
month's election, however h 
Republican senators them- 
selves had begun exn luring 
the advisability of public 
work* programs to a tuck 
unemployment 

In that election, Democrat* 
had ti he nniy made strong' 
gains in the Hons* of Rep re* 
sentatives and in the ranks of 
governor©! they had come* 
do**? to regaining 1 control of 
the Senate. 

And they did it fc many aiia* 
lysis said, with promises of 
direct action to ease the job 
le&s rate, Republicans, con- 
cerned about the extent to 
which the opposition appears, 
to have pre-empted the un- 
employment issue, are now. 
seeking ways to shore up 
their own position in that 
Lsri-ii of public: concern. 

Democrats, on the other 
hand, are convinced that 
their juhkiuU on Reuganornics 
went nver bi# with voters, 
and Lhey pEan to step up their 
attack in preparation for the 
UfS4 elections. 

The immediate postelec- 
tion skirmishing over the job- 
less issue was an early signal of how 
the ltWS! voting results could affect atti- 
tudes and Legislative decisions on issues 
of c<ino*rr» eo husm^s in L2i^ iteth f>n- 
ifress, which convenes next month. 

Democrats will control the House, 
Ml to iflfi (with two Georgia seats left 
undecided until November 30 because 
of a redifitricting squabble K they added 
26 seats to their current ruim 

Republicans maintained their 54-46 
edge in the Senate, preserving a crucial 
power base for President Reagan. That 
base wilJ be particularly important be- 
cause the Otfth Conprress shaping up 
aa the arena for a major Lest Df the 
President's economic policies, 
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What's Ahead 
In Congress 

The election has made it 
a new ball game rn the 98th 

Congress, and the score 
will affect business for years. 
Will conservatives do as wefl 
as in the 97th? 



By Seth Kantor 



The G8th will deal over its two-year 
term with explosive, muki billion-dollar 
Essugf expected to affect [.he U5, busi- 
ness community well Jr-tn the IftKte. 

Those issues include Social Security, 
spending levels for defense as opposed 
to social programs, environmental leg- 
islation, an array of foreign trade is- 
sues and tax policy. (A separate report 
on the tax outlook next year begins on 
page 2D, \ 

The big clash will be over the best 
way to don I with unemployment md 
other recession-related problems— Keu 
ganumici 0L r the Democratic approach 
geared u> more federal activism in the 



economy, A highlight will be D*-nwrnl- 
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Speaker TNc+rnas O Nehll a 
expression may symbolize 
hqw the D^PTiDcrals will 
receive Re.igan proposals. 

ic demands for cutting bach 
on defense; spending plans in 
favor of serial programs. 

Thtr #n i und work for the 
economic policy battle will be 
laid when Preside nT. Reagan 
outlines his fiscal and other 
legislative proposals in his 
budget message and State of 
the; Union address to Con- 
gress. The two presentations, 
both fate next month* will of- 
fer specific proposals on 
which members of Congress 
will Lake sides. 

President Ueagan's con- 
cern, as Llie batik- iLaes form, 
will focus on whether he can 
reassemble the GOF-conser- 
vative Democratic coalition 
that enabled him to overcome 
the opposition of the Demo- 
cratic Houae leadership on 
major economic ifcsues in the 
first two years of his term. 

The coalition Democrat*— 
self -described as the Boll 
Weevils because of their 
heavy Southern orientation — 
gave the President early and 
strategically important vic- 
tories on his key proposals, to 
slow spending 1 and reduce 
taxes. On one crucial budget 
vote the tally was 217 to 
with 29 Democrats support- 
ing the GOP position. 

But the Boll Weevil*— 
known formally as the Con- 
servative Democratic Fo- 
rum—are not expected to 
hold the balance of power in 
the new Confrreas, as they do 
in the current one, because of 
the enlarged Democratic ma- 
jority and the reduced Re- 
publican ranks, 
'There will be a reluctance in 1983 
mong several Southern Democrats to 
get on any kind of Reagannrciics band- 
wagon," says a spokesman for Rep. 
Charles Stenholm (D-Tex,), leader of 
the Boll Weevils, 

One such conservative Democrat is 
likely to be Tom Vnndergriff of Texas, 
winner of & clewse r*fld with a Republi- 
can candidate who had the strong *up- 
(K>rt of the Reagan administration r,see 
box). 

An especially vocal Eiull Weevil. Rep. 
Phil (Jrumm (D-Tex.J a is expected to 
lose his seat on this prestigious Budget 
Committee when House Democrats 
CJiunis chb month and vote on new 
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committee assignments. Many Demo- 
crats fumrnAiK-r \.\\H\ GrUNHll used !lW 

committee seat as a b:ise for building 
support for the Reagan burlier initia- 
tives, If Gramm Is punished by the 
democratic caucus, he Is expected to 
jump parties and run for statewide of- 
fice as a Republican in lfl&i 

In the* Sonata, Demoerai h; upposition 
to Reagan jxjliries will be intensified by 
the fact that five of the minority aerov 
can* want to run for President in ISfrf — 
Edward M. Kennedy of Massachusetts, 
Ernest Hoi lings, of South Carolina, 
John Glenn of Qhio h Gary Hart of Colo- 
rado and AJan Cranston of California. 

TOGETHER OB SEPARATELY, these am- 
hitioua senators will be pushing is- 
.•^ijbFji (if their own and trying ui block 
much nf what Ronald Reujran hopes to 
achieve on Capitol Hill. 

For example, presidential aide David 
R. Gergcn lists - H growth in defense 
spending" — coupled with new efficien- 
cies — sue a primary gfoal of the White 
House? jn iflSS. The Democratic preai- 
decil.ial hopefuls, tike many House Dem- 
ocrats, will fi^ht for cuts in thir defense 
budget in ontor to preserve social pro- 
grams. 

Gergen nJao stresses White House 
upposicioji u> any new tax increases and 
presidential support of reforms "to cut 
the regulatory stranglehold" on U.S. 
bus*i no Aft. lh:n™H:raiir loaders un v i:x 




$#11. John Danforth (R-M0.) wfln(j equal 
Srtatment from U-S. tracing pmifivrs. 

ptcUd to push for lax increases and the 
preservation of regulatory safeguards. 

The administration would be in much 
worse shape if just. 44,000 persons in 
five states had voted for Democrats in* 
stead of for Republicans, Because they 
did not, the Senate will remain in Re- 
publican hands. 



I J l une of those five states, Missouri, 
Sen John C Danforth barely won re* 
ekctson. His victory could make a dif- 
ference in the serious debate over U.S. 
trade policy that lies ahead in the new 
Congress. 

Danforth chairs the Senate Finance 
Subccpimmittct on International Trade, 
and he appears determined to push leg* 
islation that would demand "reciproci- 
ty" from the United States" trading 
partners, threatening retaliation if they 
fail to provide UJ3. firms with access to 
their markets equal to [he ucr^.s I hey 
are ftiven to U.S. markets. 

Harriett Woods, the Democrat who 
almuHl tl+'f^Hitcd L>anforOi r championed 
tougher legislation—- a "domestic con- 
tent" bill that would force foreign auto- 
mobilr' niauufaclurerfl, particularly Lhe 
Japanese, to build more of their care 
here or reduce their U.S. sales. 

This subject wan a major one in an- 
other Senate race, in Connecticut, 
where Democrat Toby Moffett made 
domestic content one of hiK rhW uwue.s. 
His opponent, Sett. Lowell Weicker, ar- 
gued against the idea and won a nar- 
row victory, 

W*feker, like the White House and 
numerous business leaders, argues, that 
dome* LfcruntenL legislation wouJd re- 
lieve U.S. unemployment in the whori 
term but would aggravate it over the 
kittg run in several sector* of the econo- 
riiv. such U£ agriculture, that depend 




Pete Wilsons An Independent Thinker 



Look for Pete Wilson to b& 
come a major figure in the 
Senate in the lfHttte. 

Witaoa, 4R t the successful 
throfrterm mayor of San Die- 
go, emerged in November as 
California 'a newest national 
political personality by de- 
feating Democratic Gov. Jer- 
ry Brown for the Senate seat 
being vacated by Republican 
£LL Haynkuwa. Wilson will 
be sho wealed by the GOP as 
an energetic, creative back* 
bencher, and he should be 
heard from often in the 98th 
Congress. 

Majority leader Howard 
Baker la expected to help 
freshman Wilson get choice commit* 
tM Assign mentis— probably includ- 
ing the Appropriation* and Banking 
seats being vacated by the defeated 
N<'w Mrxicn Stepulilicjui. Harrison 
Schmitt— as well as membership on 
the Senate Republican Policy Com 
orittoe* 




CalLtornfc* » P*le Wilson won ! bt pio*or>noi*a 
Ht back* o dsath panmlfy, oppofrfrs aoortkin curb*. 



Wilson says his top priority in 
1983 will bt* to push for M » system- 
atizod annual reduction of the bud- 
get" He U e*p*ct*d to support 
White House efforts to reduce gov- 
eminent sending, but Peter Burton 
Wilson — n Yale graduate and a for- 
mer Marine Corps rifle platoon lieu- 



tenant who once hoped to 
become a novelist — is also 
expected to establish himself 
In Washington as an indepen- 
dent thinker. 

For instance, while Califor 
nians were electing Wilson 
on November 2, they sJso 
voted overwhelmingly for ft 
bnltat proportion favoring 
an international nuclear 
weapons freeze. Wilson will 
not support a f reeie because, 
he says, "it eliminates a re- 
ductkin in anna. The Soviets 
want a free**, whkh wmild 
cAti&e fear among our allies 
in Europe." 
Wilson says he supports a 
ts 



strong Social Security system but Is 
convinced the system must be over- 
hauled to avoid bankrtiptcv after tto> 
turn of the century, 

He parts company with rouse 
tivea who would outlaw abnrtioi 
saying abortion should be i9 m matter 
of personal choice." 



the 
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DO YOUR PROFITS 

LOOK LIKE 

THEY'VE BEEN HIT 
BY A TRUCK? 



These days, whether you're in the 
[racking business or simply use trucks 
in your business, you're confronted 
wirh the same problem. Rising truck 
operating costs. It's no 
(■"Svt7t tl wonder 

dial ,tB 
some companies" 
. i. profits look like 
V.~l '^rSv-Sfe- they've been 



The message is clear: Anything less 
i hem u fully dfident truck 
fleet is had business. 

With |ha[ in 
mind, right 
here sccrm 
u most 




hit by a 
truck. 

BecaUSC 

they have.' 

As u re- 
suit, fleet 
managers 
are (iikiny 
a very hard 
took controlling 
eosi.s. Wherever and 
whenever they can. And. 
some of them are finding big 
savings in unexpected area*i For 
instance, one b*g fleet found it was 
paying twice as mueh for its annual 
paint jobs as ii should have. Correcting 
liiui siiuanuri resuhe-d in saving of 
over $4n,ijf)(i a year, Other managers 
h»ve found that engine rpm running 
a little high, or tire inflation a little 
low, can drain off ihi uisarwts of dollar* 
annually in increased operating costs. 
Concerns about truck maintenance 
have moved from the garage service 
has s In I he from office of management. 



on the subject Then there's our full 
line of fulKi/c die.se J 
powered trucks 
* pickups, vans, 
Suburbans and 
Jimmys. The 
wide seleeiion of 
available Detroit 
Diesel, Caterpillar 
at id Cummins 
^ j_ 6 dic.sel engines 
in our heavy- 



appropriate place to 
pul in a word for the product spnn- 
^■rinL' ihi-* iik'^sjye: GMC trucks. 

Al GMC our aim, quite simply, is 
to offer trucks thai know how to suc- 
ceed in business- your business. 

Jusl a insider a few of the things 
that were done to make our trucks 
look beautiful to your bookkeeper. 
Like our Dra^f oiler. We developed m 
and made it a\Lii bible on our heavy- 
duty GMCs. 1 1 can help keep air 
resistance from wasting your fuel 
Your GMC heavy-duty truck dealer 
will be happy in pvc y t hi .1 tmoklei 



maintenance-free 

Deleo Freedom Flyiiery in all GMC 
trucks. And so on. 

Of course, there are lots of nmer 
wayiiGMC trucks can help cut your 
operating costs. The point bcin^. thai 
J5!!i, whether your trucking needs 
Si&JUci* are laiye or small, our 
^mS^ whole line is built 



-^qggjij^ wilh your 

boitom 
line in mind, 
See your CMC 
truck dealer about 
some trucks that'll be good business 
for your business. 





TOWOIIEVInWHtfn^ 




heavily on exports, particularly to Japan, 
Organised labor and four of the lead- 
ing; Democratic presidential hopefuls— 
former Vice IV- iik-Ll \\\\\i.r,v Nm-.ihU} 
and Sens. Kennedy, Cranston and Sol- 
lings — have promoted domestic-content 
iegislutiutj, ami t harts appear lu \w 
enough Democratic, votes to pass such 
£i hill in the Hi usi -iiii-h^ ihv ytfth Con- 
gress. But domestic-content backers 
won't have enouph votes En the Seriate, 
This pattern — in which the legislative 
initiatives of one house break apart on 
the immovable opposition of the other 
hDU&£— may Ite repealed many times as 
the 98th Congress wr-eatlcs simulta- 
neously with serious economic prob- 
Soma Eind the |K»]itienl temptations that 
surround a presidential election year. 

Almost certain to be & casualty of the 
sharpened division between the two 
houses is the proposed constitutional 
amendment to require a balanced feder- 
al budget. 

The amendment was approved ihM 
year by the Senate but was rejected by 
the House on a vote of 2Sfi to 1ST — 46 
votetf short of the required twu thirds. 
An even more emphatic rejection by the 
House ts hkely if the amendment comes 
Ld i-L vote in the ftKth Congress, given 
that, as il group, the iVJ Democratic 
fa?* hi ner i will tilt the House irk u more 
liberal direction. 

It is too early to tell whether Social 
Security reform will fall victim to parti- 
sanship L 




Rep. Phil Oramm (D-Tex.^ a Bolt Weevil, 
warns ha may bolt to the Republican^ If 
ha'a oueted from the Budget Committee. 

The recommendations of a blue-rib- 
bon panel headed by economist A tan 
Greenspan will undoubtedly shape Can- 
grass' debate. Ultimately P the Demo- 
cratic leadership in the House wit J have 
to dedde whether \t wani-s to reach a 
compromise agreement with the Presi- 
dent or use Social Security as a weapon 
against the Repulihcank in VM4- 

The 98th Congress may also consider 
legislation with more specific impact on 



Tom Vandergriif s Fastest Gun in the 26th 



The 2&th in Texas is a new con- 
gressional district — one of three 
that Texas gained because of its pop- 
ulation growth in the 1970s— and 
there waa a real political shootout lo 
see who would represent it, 

Squeezed between Da J but and Ion. 
Worth, the 26th includes Arlington, 
the third largest efty in the Dal Is** 
Fort Worth metro jm hum area. Dur- 
ing the 2ti years that Tom V under - 
griff was mayor of Arlington, it 
grew from a town of 7.JjOW to \i c.iiy of 
150,000. Vandergriff, an automobile 
dealer, helped bring m a General Mo- 
tors plant, thf SiK Flags nmu element 
grouniis and an American League 
baaehail team. 

Vandergriff was approached by 
Texas Republicans about running 
fr.r the nuw congressional seat, The 
voters within the new district's 
boundaries had supported Ronald 
Reagan by 67.1 percent in 1900, and 
the 2flth was by ail meH>urrv a f p<"j F* 
districL But Vandergriff decided to 
run for Congress as a conservative 
Democrat. 

Former Fort Worth City Council 



man Jim Bradsliaw, a strong 
conservative, became the Re- 
publican candidate and won 
i.lu: vigorous ftupfiort af Pres- 
ident Reagan and the U-S, 
Chamber of Commerce. But 
[4 ri-»-H r. presidents of the Ar- 
lington Chamber of Com- 
merce issued a widely circu- 
lated two-page (mdorttcrnent 
of Vander griff, praising him 
as a probuainess candidate 
and community leader. Van- 
dergrtf f also got strong sup- 
port from organised labor. 

The battle was on, and 
both candidates attracted 
heavy fmancia] support from 
outside groups. The Boll 
Weevil PAC, th* political ac- 
tion group of Southern Dem- 
ocratic congressmen who supported 
Reagan m his budget fights, gave 
il P 0W to Vandergriff. 

On election day Brads haw ap 
fjearud tu have won, 67.-1] I Co [W .277 
But when the absentee ballots were 
counted, Vandergriff wan the win- 
ner—by m votes. With only 50 2 



business than such big-picturo legitila- 
tion us the balanced budget amendment 
and Social Security reform. 

For example. Congress may pass a 
bill replacing the varying state afcao- 
dards on product liability with a uni- 
form federal statute (see article on 
page 74 k The last iwrrea&e in the mini- 
mum wage went into effect almost two 
years ago {to £135 an hoar on Jaa, 1, 
194*1), and legislation tu raise the mini- 
mum again may receive a cordial wel- 
come in the now more Democratic 
House 

For ail of the changes in the House's 
membership (there will be at least 81 
new member*— 'almost L in 5— com- 
pared with only 5 new iterators), much 
will remain the same from the 97th to 
the 98th Congress. 

House Speaker Thomas P. O'Neill (T> 
Mass J and Majority Leader Jim Wright 
(D-Texj will be back, as will Minority 
Leader Robert Michel {EMU ), who sur- 
vived a tough race with only 52 percent 
of the vote. Also returning are the Sen- 
ate leaders. Howard Baker fR-Tean.) 
and Hubert Byrd (D*W,V*). In both 
houses, most committee chairmen will 
he the same. 

7hv Bflth Congress is likely to get off 
to a sluggish start, with the first few 
months devoted to organizing and set- 
ting agendas. Then it will be time to get 
down to seriouH buauiests — but before 
you know it K the 1084 campaign wall he 
underway. B 




ft 



In tft# ckaaat of oil House elections in 1*ft2, 
Tom Vandergriff won ■ new Texas district 
with SO.2 percent of the voto; defeating 
Jim Gfad*haw {Inset), the Reagan choice. 



percent of the v^te. he won the clos- 
est victory in all of the country's 
congressional districts, 

Thi- near-E^veo .split in the £6th 
gives special f(?rt^ to Vandergriff s 
appeal that it is time to make 
bipartisan effort at solving our prob- 
lems." 
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Were doing what has to be done, 



Danger 

Handle 
WithCaie! 



love Canal dramatized the dangers of 
hazardous wastes. Business, government^ and the 

insurance industry are showing that 
todays dumps need not be tomorrow^ disasters 



In a modern, heavily -induscii a 1 i 7cd 
society waste materials arc abundanr and. : ;-. 
some cases, dangerous. Toxic leftovers bom 
many industrial processes can pollute the 
environment, contaminate the water, and 
threaten the public safety And, let s face it, 
serious accidents have occurred. 

Today, the combined efforts of legisla- 
tors, regulators, responsible waste-generating 
companies, the insurance business, and a 
concerned public are being Felt. 

New laws and standards go a long 
way toward making sure that firms that pro- 
duce 7 move, store, or dispose oF dangerous 
substances do so with care, Government 
tests and inspections are meant to assure 
compliance and minimize risk Concerned 



industries have developed 
new technology and 
methods for safe waste 
disposal. But with materials 
this potentially dangerous, 
the best of care may not 
prevent every accident. 

Aldiough any acci- 
dent with hazardous sub- 
stances is bad news, some 
accidents arc worse than 
others. And more insidious, its 
Sudden sptUs and fires are 
quickly found and remedies 
qaickly applied. Liability in- 
surance for those accidents has been available 
for some time. But the material we re talking 




w *~ . — 



about stays dangerous even 
though its buried. What happens 
if containers gradually corrode 
and leak? What happens if 
the stuff buried in dumps 
begins to seep? 
Through inadvertence 
or ignorance, danger 




may lurk. But now liability insurance 
for this risk, too. is becoming available. 

Those in the business of producing, 
moving, storing or disposing of dangerous 
waste must be responsible to the pubbc for 
any harm done them— sudden or gradual — 
one leaking drum or the slow leaking of an 
entire dump site. If they can't pay for the 
damage done, they shouldn't be in the busi- 
ness. Under new law. they can r be in the 
business. 

Responsible handlers of hazardous 
waste are embarking on a difficult path— con- 
tinuing industrial activity in a manner as 
safe to society as possible and m compliance 
with extensive governmental regulation. 

Property-casualty insurance compa- 
nies are helping those waste generators by 
evaluating their risk potential. And now. in- 
surance companies have devised a way 
for waste generators to be financially re- 
sponsible as regulations require, able to 
compensate people harmed by either sud- 
den or gradual pollution. 

Liability Insurance for Environ- 
mental Impairment is one of the most 
challenging coverages property-cas- 
ualty insurance companies have 

ever been asked to provide. The 
potential for loss to both pecy 
pie and property is large and 
little known. But if proper 
safety standards are is- 
sued and enforced by 
either federal or state 
government, and if in- 
surance companies are 
allowed to administer 
the coverage with some 
sense of certainty, this 
new insurance can do a job. 
k will be one of the best 
ways for handlers and disposers of 
toxic wastes to meet the responsibility that 
the law demands and the public deserves. 



We're working to keep insurance affordable, 

This message picsentcd by the American Insurance Association, 35 John Street. New York, NY J0038 



Taking The 
Small Firm 
Into Account 

Companies of all sizes now 
must folfow the same rules on 
financial statements. But 
there's a move to change that. 




Smalltr Urmft are pay ing for reformation 
they don't noad p says CPA SandrA Sursn. 



Eh firm should have charged a 
n small-business, client, 12,000 for 
the complex work involved in comput- 
ing deferred taxes, recall* Sandra 
Si i run. u certified public accountant in 
Portland, Ore. But* she a ays, "I 
could nut justify the eos^ so I ate half 
of it" 

The incident was port of a pattern 
Lhat showed her the extent to which 
smaller,, privately held companies are 
required to pay for needlessly compli- 
-: l : r -i J financial statements, she says. 

Suraii, senior partner in Suran and 
Company, a 30-employe accounting 
firm, Insists that present procedures 
force .smaller companies to pay for in- 
formation they do not need unless they 
are floating bonds or issuing public 
stocks. 

Accounting standards are set by the 
Financial Accounting Standard* Board 
(See page 3&S 

The problem, Stiran asserts, id that 
companies of all sizes must adhere to 
the same rules, and that puts ft burden 
on small and medium-sized firms. 

As chairman of the technical issues 
committee of the American Institute of 
Certified Public Accountants, Suran 
has spent two yearn helping to produce 
a succinct report that says, "Certain 
information required in alt financial 
statements is either irrelevant in as- 
sessing a small company's financial sta- 
tot or not sufficiently beneficial to 
justify the cost." Unnecessary effort 
must be spent to calculate deferred tax- 
es and classify leases, for example, 
TVhile more pertinent financial informa- 
tion isn't included, the report says. 

The report, which 5 till mit*'. be ana- 
lysed by other AlCPA committees be- 



fore it can be forwarded to the Finan- 
cial Accounting Standards Board, goes 
on to state that the FASB "does not 
give adequate consideration to the 
need* of private tympanies before issu- 
ing Rtandarrfs." In the future, the re- 
port says, the FASH should "consider, 
measure and evaluate the possible ef- 
fi-cto of its pniHnuni?eiTi^htb on prwate 
companies and their accountants to en- 
sure that accounting standards are rel- 
evant and cost-effective for all 
companies." 

The standards burden, which some 
accountants call an overload, has devel- 
oped gradually during the pam 20 
years. In the I9€0sj 56 new accounting 
and auditing rules were introduced; 
during the 1970s another 512 were add- 
ed, in part because of pressure from the 
U.S. Securities and Exchange Commis- 
sion, which monitors the financial dis- 
closures of public companies. 

■yi any of THESE pronouncements, 
■VI Surarj says, are inappropriate to 
private companies' financial needs and 
add to the coal of preparing state- 
ments. "Rules concerning deferred tax 
calculations originally were formulated 
so thai large companies, which can 
more readily use beneficial tax account- 
ing methods, still would project accu- 
rate pictures of their potential tax 
burden,'" she notes. 

The AICPA committee also examined 
the treatment of capitalisation of inter- 
est,, imputed interest and compensated 
absences. Recommendations were 
made to change some disclosure rules 
for mergers, trun bled debt rostruetur 
mg&. research and development coats, 
discontinued operations,, tax benefits of 



opera Ling loss carry -forwards and in- 
vestment taa credits. 

Any change of benefit to small firmt+ 
in the two volumes of bible-thin paper 
that comprise the generally accepted 
accounting principles is at least two 
years off- 
It will take that much time for the 
FA SB to work through its com mini 
and hearing process, says Glen Hilde- 
bra.nd F assistant director for research 
and technical activities. Even then the 
changes "won't be of the magnitude 
Suran is suggesting/' he &ays, "Some 
rules may be considered too complicat- 
ed by small accounting firms, but that 
must be balanced by the needs of the 
companies themselves and Lhe users of 
financial statement*/ 1 

The AICPA, with 190,000 members, 
has acknowledged the division between 
it* large and small member companies 
by setting up a section for CPAs who 
work primarily with small private com- 
panies. It has also appointed a vice 
president who will represent the views 
flf small CPA firms within the associa- 
tion. There are about 2S,00O small ac- 
counting firms and fewer than 20 large, 
national firms. 

Accountants are necessary to certify 
statements for lenders and to provide 
financial information needed to manage 
effectively. But the accounting system 
could benefit from "an injection of com- 
mon sense," flays James C. Rogers, a 
CPA in WiUmmapurU Pa* He wrote Sur- 
an's committee: "I hope the AICPA and 
the FA SB are witling to recognise th+3 
disservice passed down to our [small] 
sized firms by their past theoretical po- 
sitions. " □ 
—Michael Thoryn 



80 



NATION'S BUSINESS - DECEM DER 1032 



ALL SMALL COMPUTERS 
LOOK ALIKE. BUT. 



All desktop business and per- 
sonal computers Have a 
keyboard- video terminal r a 
processor and disk drives. Most 
offer a single-tasking operating 
system ealfed CP/Mf And now 
we're all priced about the some! 
Confused? You must be* 
Soluble? Of course. How? 
Read <i s k 



The fad is, iter* are ^gnirfkint diflirvncifs m 
nrwating Jsi.'.'ii.Tns. lis *hal Jufprns insade the 
comrnji*r— hnwdata •ArEcurdi'd. retrieved and 
prtttMd— titlift separates In* men from th*± tos* 
■yui lVu-i mini*whai th* r^l otf.fi y<Hir computer 
Mil Ik, 

The surprising (ruth is thjl cumvnejfinal 
designs jctuaUy sitiw tfirfnptMi'r operations and 
wapte tUsk ppace. 

STORING OATA 



Head mrmim^it. Loffcnllj; files em thc^ duJc lor 
dukcuel should he ors£»nr.sctl b> minimize head 
travel Yet too* cumpLim require At bast two 
incitements: one to a central imk\, il second to 
lhe data. Evi^ time the head rnuvei. the computet 
loses bane. 

CALX) dues it dinerendy. ffe combine Ihc 
mdpf with Hie data cm the same trxk, and List § 
unique beating system to berth file and find records 
wrtri a iinfife head flttfi merrt, ftntpoitw time h 
cut at /*«jsf S3". 1 * ujaJ IktfA rfiitk and hctiil uciiT 
an\ Htducettf 

Spte* maHc. P*«t enenputrre a^H^n eejm] 
space for each field of a record, }CjfrJfdleu of to 
flcniaf length. That mean* a u-iwhanirttr l-j itr> 
in a 25 character flu-Id wastes TH character* of 
expensive sjMce. 

C AD* * tTtffrneiin fiad □ better idea: wiflhle 
hntdUhmiunk Kadi record uses only the anw imirt 
retired. elmuriilNna stfiseSes* waste. 




Otheri 



CADO 



SetTtofSii^. 3 )isfcx jp»- ,1iv*ii<i.l {much Hkr aqiit^ 
n I- ■ sJiccs called scetonL Records fflutfi Ut WThin 
a SL'cttff m Lonvtnbraial systems. Silould a new 
record exceed the arw remaining: m a sccir it, 
liic -..LimpulL i IcaMS that ajea blank ami slarts a 



ne* §ccbjr L'AW)'s "soft sectiinnftf lUn-m d 
these dlogcal rj<*undan£s , u^buj ner* bit of 
.iV'iuhblt; space. 

Suiting numbers CtflMiiliMRpI wtsdioTn 
reuwres all ]!umnm to be Awed In decimal farm 
**th i>ach rmnibpy HLMujrinfi stw^ equivaJcnl t» its 
length. C AIM S thus* lit use cDinpuVr li^Jlc tu Ktuw 
ik-.:,ir\J ;J-&& in binary iurin~ f4i^n^ 50% Of 

And more dak on dtfk* eEitninstef elwrwy 

1 1 ■TTlfllllii 

In fail. fALX><3tfesf!J t-'iniriltU: il.tWKN'iiS prJilTHinis 
ft.kffjLlkTfaJ tciisfcr nc^rvimus purv^Mv;. ^tMtrtU 
CeeeLvabk', past-- •!! , and irtvetitory, ail dh a itir.keTk 
haied system. 

Tne bottom Abe? t ,4fX>puf j icp t/im 
timet thr data fln thr www ipww owiijwfp- 
ftan l j . including tBM, , . anddrfkvn ihc fustesl 
response in Ikf butmr**, !w cun jhftv up fo 
$8 k 9QU in dUk drive evils nkmc — mart lhan 
the total cast of a CAJX} computer! 

MULTI TASKINC 



MLih>LaftkH5« uvCumrpuli!ieK for lJn k .^iLitv tnjyi. 
hrrrti stxifti ihilfi <Jlie the larae Time. A sin»pk 
t-Kainpk' > j m k\\ bi lh<L ahilnv to prim a report v^illr 
t^lennii anutticr Vih. Ml. personal ci. impulef alkd 
Jrw small Je?.klijn-ioiT7Tjutcj .s .rflft [tat Cdftihflty 
C ADO^ ittknic base tc^t tddreuinjc Jtrddtcc- 
UiTK aHiiwi riwr different lasks t/i he |wrfo* niL"il 
sunultJPCmufv w<Hh nir nntoceaiik desSFiKlltUHi 




And &*tj C^IX> s>rfem ii csjwndafclc in jour 
ij^^tutdle^fburw^'ilaAHjriA Most miaU 
compMters cijn'c LT^nd at ill Even trftfi IRWV 
DdlarntttLT. w luve u> Ktv j seeinid ei rnipuliT 
pufl lo ijCct orte mi we termlnat 

Tht bottom Sine? Ymi antv inty your 
Computer arret, U from as fpru gnur. sarma 
fhoujumdm rn obiolciv hardware ami mart 
thm**md* m tofhrarr conrvrtbm** 

WORD PROCESSING 



M^ml TW£«;essin| on alt perwirLal computed difld 
nxflrt Hnali huainess nyriems Ifl tamex hind c»f a h 
^vsi-rn KajkHu^ and a^nmarxlA arc dt-^lrtl 
by prorjrflrnpicri i'uf tfimnutcrs, ml pei iplt. 
K iviiiie rtarr hniiti.^t. aniiol\cn induLk' unh 
ek'TnentaJ editiml 

A pnifcsiskinal system like CADO^ bdudci 



document [no* psiflcJ cnientrfiun cH^ricilin^ «tf 
terinfi. Justl^twt nantrrurtin^ j^^4i^henatini 
njpef- ajvJ sutvv.nlilji^ liolrriibrft ^sfcd 
v^i.r.i r^mijintf. ^mJ rividi!^. c^umn f-mJlLnijz. 
multiplyinfl. . . 11^ a kMitfp knfl list 

AJ CAEO ivstem* intesriHe 1*01 d pfwesimu 
eapfthibtv wrtiu1.ti:i Ttiere arc unJv SwfuU? 
ente^ati-d d«^1rjr iyatems ctfcanifc CADO u one 
n? ttium 

7nff rksf fof« /^fESSAww/ uwnd procvii- 
m^i and Jdfa nryrw^i m it iinpU *yMten\ ai a 
fraction of the eatt ofttondahmprXMitiets r 



■ CASK 5 un't limned to n\?ppy disks Jike most 
iystnrw, JnfBO, with CAlHft upefr-^ de.^i h3 P 
sbratft dencei you can haw up t5 mJliori 
i-hftflicteri <?f liirih-speed . cunpatliwl filea. ITiflb 
K^uhttLmt lo 45 rnirk»n uhrtrarteri erfomwen- 
tionajfikar 

» CAW) terminal ffperate At a sp«d of 19-2 
KhtiR—twkr th* :iHjLk-»tn Jmrm. 

M'*iiS-CAfM>«j|ert jLHt Asfc ,M . \hi Kn«luFi Ian 
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A Private 
Group 
Whose 
Word 1$ 
Law 

Thrs seven-member 
board sets accounting 
rules that your 
company has to follow. 



VJLJ HAT'S THE BOTTOM line? Whfttev- 

W or the Financial Accounting 
Standards Board says it is. That a Eat? 
goes for anything above or below it 
and for "generally accepted accounting 
principles'' as well. 

The board comprises fteven individ- 
ual who meet weekly in Stamford, 
Conn. They establish standard* for fi- 
nancial accounting and reporting. AJ- 
though the FA8B h technically a 
private organization without govern- 
ment*] authority, its decisions are near- 
ly always accepted by the federal 
Securities and Exchange Commission, 
and SEC acceptance- gives Lhem the 
force of law. 

Those decision*— which often deal 
with highly complex accounting rules- 
can have enormous real -world effects. 
A current example involves the acquiRh 
tkm of a troubled savings and loan by a 
healthy one. 

The interplay of present accounting 
rules ciin cauae the combined institu- 
tion to show much higher income in the 
first few years after the merger than 
could be found if each half of the combi- 
nation were considered separately. 

That does not adequately reflect the 
economics of the transaction, especially 
when a shaky institution ifi involved, 
the board holds. It ta therefore ponder- 
tnsf a rules change to require the amor- 
tization of "goodwill" over a shorter 
period than the present maximum of 40 
years, which would eliminate the paper 
earnings incTeafle. 

Unfortunately, such a change would 
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Chairman Donald J. Klrlc cam* to the 
Financial Accounting Standard a Board Irom 
a major accounting firm. Above, back to 
cement, ha preeldea at a board meeting. 



also eliminate one of the few induce- 
ments to these mergers, which are of- 
ten shotgun wedding a arranged by 
federal regulators trying to prevent 
major failures in the thrift industry* 
Thus, the PASS may find iUetf compli- 
cating the work of the Federal Savings 
and Loan Insurance Corporation while 
furthering the objectives of the SEC. 

To minimize problem* of this nature, 
the FASB maintains a Washington of- 
fice and works closely with numerous 
federal agencies. Primary u mo rig- them 
is the SEC, which has statutory author- 
ity under the Securities Act of Mi&i and 
other laws to develop accounting and 



reporting standards. Board mem- 
bers and the SEC commissioners 
meet regularly* and there is a 
continuing liaison between (he 
two staffs. 

The FASB is also working with 
the Internal Revenue Service on 
accounting standards for safe 
harbor leasing, with the Labor 
Department on the treatment of 
pension plana, with the bank reg- 
ulatory agencies ori thrift pmb» 
lems and with the Small Business 
Administration on eimplifieation 
of rules for ymall enterprises. It 
interacts frequently with the 
General Accounting Office, key 
congressional committees, the 
Commerce Department and as- 
sorted regulatory agencies. 

Prior to formation of thf? FASB 
in many of its function! 

were performed by the Account- 
ing Principles Board of the American 
Institute for Certified Puhlic Acrcuun- 
taut** By the end of the 1960s, however, 
there was much dissatisfaction with 
this arrangement. 

"Whether accurate or not," says 
Robert Van Riper, FASET& public rela- 
tions counsel, "there was a widespread 
perception that the Accounting Princi- 
ples Board was too dominated by the 
accounting profession and that its 
members were overly responsive to the 
interest* of their clients/' 

Alao, there waa a feiHinji LhaL a vol- 
untary organization with a small staff 
couldn't keep up with the tide of cre- 
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ative accounting and financing in the 
go-go 1964^. 

In 3971 Lhe A1CPA appointed a com« 
mittee to study the problems and rec- 
ommend a solutiim. It was headed by a 
former SEC commissioner, Francis M 
Wheat. The FASB, founded hy the 
AICPA and other groups of accounting 
and finntieiaJ professionals, is the prod- 
uct of the Wheat committee's delibera- 
tions. 

The FASB r a members must have 
"knowledge of accounting, finance and 
business, and a concern for the public 
interest in matters of financial account- 
ing and reporting.' r They must also sev- 
er ei 1 1 connections with firms or 
institutions they served before taking 
their fuEl-time, salaried positions, on the 
board. 

Backgrounds op THJ2 board's 
present members illustrate the de- 
sire of its founders to represent constit- 
uencies beyond the accounting profes- 
sion itself. 

Chairman Donald J. Kirk was former- 
ly a partner in Price Waterhciuse & 
Company; Vic* Chairman Robert T. 
Sprouse was a professor of accounting 
at Stanford University; Prank E. Block 
was vice president of Bflche, HaJsey 
Stuart Shields, Inc r ; John W- March was 
a senior partner of Arthur Andersen A 
Company; Robert W. Morgan was con- 
troller of Caterpillar Tractor Company ; 
David Mosso waa fiscal assistant secre- 
tary. U.S. Treasury- and Ralph £. Wai- 
ters wa* director of professional 



standards, Touche Boss International. 

The organisation's 45-member pro- 
fessional staff is heiwied by the director 
of research and technical nc'^-iLies, a 
]n»st considered equal 0 btyg>Gf4BJl$G BJ 
a board member's. 

Board members are appointed to five- 
year terms {they may be reappointed 
once) by the Financial Accounting 
Foundation, which also receives contri- 
butions from corporations and accoun- 
tants and approves the board's budget 
lS8.fi million for 1982). 

The foukdatios's 12 trustee* are 
nominated hy six sponsoring orga- 
nizations: the American Accounting As- 
sociation (academe), the American Insti- 
tute of Certified Public Accountants, 
the Financial Analysis Federation (in- 
vestors and investment advisers), the 
Financial Executives Institute (corpo- 
rate officials), the National Association 
of Accountants (management accoun- 
tants) and the Securities Industry Asso- 
ciation (investment bankers and bro- 
kers), A trustee at large is selected by 
the major associations En the banking 
industry. 

The foundation also appoints the 3&- 
member Financial Accounting Stan- 
dards Advisory Council, which advises 
the board on policy questions, project 
priorities, technical issues and develop- 
ing problems. 

Its membership is broadly represent 
tative of the preparers,, auditors and 
users of financial information. Current 
chairman of the council Is Paul Kolton, 
a former chairman of the American 
Stock Exchange r 

FASB pronouncements are divided 
into three categories — statement* of fi- 
nancial accounting standards, state- 
ments of concepts and iiiterpreUtionB. 
The FASB explains; 

"Statements of financial accounting 
standards establish new standards or 
amend those previously issued. State- 
ments of concepts provide a guide to 
the board in solving problems and en- 
able those who use financial reports, to 
better understand the context in which 
financial accounting standards are for- 
mulated, [They J do not establish nf»w 
standards or require any change in ex- 
isting accounting principles. Interpreta- 
tions clarify, explain or elaborate Pn 
existing standards." 

In addition to these three classifies- 
tions, the FASB staff issues technical 
bulletins "to provide guidance on apply- 
ing existing standards to certain finan- 
cial accounting and reporting problems 
on a timely basis. 

Standards established by the FASB'a 
predecessors remain in effect until re- 
pealed or modi f ted by the board. 
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In developing new standards, the 
board follows a complicated process in- 
tended to give at! concerned a chancy to 
have a say. The steps include,: 

• Appointing a task force of techni- 
cal experts to make recommendations. 

• Studying existing literature. 

■ Publishing an analysis of the is- 
sues involved and possible solutions, 

• Holding public hearings. 

» Distributing an "exposure draft" 
of the proposed .statement for further 
public comment. 

The board's deliberations are open to 
the oublic. as are she records of its pro- 
ceedings. 

One side effect of this elaborate re- 
gard for "due process" is that it takes 
the FASB a Jong time to act. Accurdirag 
to a staff member, adoption of a simply 
uiinontniverKial Mundard may quirt* 
six to nine months, while more compli- 
cated matters can drag on for as long 
as three or four years. 

Orif uf the more controversial FASB 
actions of recent years is Statement S3, 
Published in it require* large com 
panies to adjust parts of their annual 
reports for the effects uf inflation. 

SUCH adjustment can dramatically 
deflate earnings and other atatia^ 
tics to which management likes to point 
with pride. Further, the index used to 
represent inflation— the consumer price 
index— is regarded as inaccurate by 
many economists 

As one corporation's annual report 
cautions; "This attempt to illustrate in- 
flation's effect involves subjective judg- 
ments, assumptions and estimates to a 
much greater degree than in financial 
statements stated at historical costs 
and must be carefully viewed " 

In recognition of the unusual profr 
lems it presents, tiw board ia closely 
monitoring Statement 33 for a five-year 
period to see if changes are needed. 

Other ''significant and iong-tikinding 
issues" that FASB says it ia proud to 
have resolved include accounting- for re* 
search and development costs, aelf-m> 
sured losses, catastrophe losses 
incurred by insurance companies, 
losses from expropriations of property 
by foreign governments, reporting by 
development-stage companies, account- 
ing for team* aegtaent reporting, capi- 
talization of interest cn*t, accounting 
for defined-benefit pension plane and 
foreign currency translation. 

The philosophical basis for its deci- 
sions the board says, "is thfl conviction 
that reported earnings should highlight 
differences in risk, not obscure them, 
and that similar equations should be 
accounted for in similar ways." El 
— Barry Cnckmef 
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SPECIAL REPORT Th A Office Computer 
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THAI extnu-ELrreamal hero 
E the star of the 
smaahin^ly successful mov- 
ie, introduced Collegeville 
Flag and Manufacturing, of 
CollegeviUe, Pit,, to a new 
world of business. 

The company, the nation's 
second largest producer of 
Halloween cDHtumea— it also 
makes Santa Oct us suits and 
America-a flags— had gotten 
along quite well with a man- 
ual inventory and billing sys- 
tem until it acquired the 
rights to produce ET. coa- 
turnes. Before E.T. came 
along, Snoopy was a top set]* 
er with annual sales of 
300,000 or so and billing dor- 
tug the busy Halloween sea- 
son would sometimes fall a 
month behind. £.T. dales 
quickly shot beyond a mil- 
lion, threatening to 
swamp the accounting j 
and distribution de- 
partments, 

So CollegeviUti 
Flag, ii firm with an- 
nual sales in the $10 
million ranjre and about 
employes, decided to cam 
eri&e. The small business sys- 
tem it installed "lets us keep 
up u> date," says Clarence 
Muling, vice president in 
charge of the costume division. ^With- 
out the computer, our staff could never 
have handled the avalanche of E-T. cos- 
tume orders. It would have been a real 
disaster." 

The computer system, with a central 
memory, six terminals and custom soft- 
ware, managed the distribution of the 
astronomical number of outfits Amon£ 
the routine chores: accepting orders; 
printing warehouse selection ticket*., 
shipping slips and invoices; and track- 
ing account* payable and receivable. 

Across the country t many small busi- 
Hnes are turning to the computer. The 
spur has been twofold — easier- tn-use 
technology ajsd steeply dropping prices. 
In the past five year& h prices of am:*]] 
affice computers, most of which fit on a 
desk top, have dropped about 20 per- 
cent per year 

The rnont common desktop product, a 
garden-variety word processor, now 
casta less than £2.000, as against more 
than a decade ago. Clearly writ- 

ten software (the instructions that 
guide computers through their task;) 
has cut to as little as a day the Lime it 
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A new computer helped CollsgevHlt Flag and Manufacturing 
cop* with a million orders for E.T. costumes. 



They are easier to use, 
and they are easier to 
pay for. And as many a 
business will testify, 
they really pay off. 

By Michael Thoryn 



takes a novice to be working produc- 
tively. And small computers are now 
sturdy— they don't require special care 
in air-crmdilioned rooms, as they used 
to 



OmrE productivity, after years of 
snaiilike gains, is making real 
strides, thanks to the computer. As 
computer manufacturers have honed 
their products, an increasing number of 
computer stores and computer trade 
marts have opened- Strung sales in the 
teeth of both a recession and high inter- 



eat rate* make many exerts 
think that the office comput- 
er boom is only beginning- 
Walter Mooney, general 
sales manager for Reliable 
Home Appliance, of Belts- 
ville, Hd. p which recently 
added computers to its sales 
line, aays, 'This: to the first 
year there are computer 
products to maaB-tnerchan- 
dise.° Sales r he saya, are 
■ phenomenal/ 1 

The potential market is 
vast. A report hy David L. 
Babson and Company, invest- 
ment counselor?., states, 
'There are over 5 million 
businesses in the United 
States with fewer than 250 
employes,, and only 10 per- 
cent of them, at most, have 
thfiir own computer^' 1 The 
Babson firm adds, "As the 
other 90 percent catch on fto 
office automation! sale* 
should continue their all-out 
growth," 

If you want to size up the 
extent of automation at an 
office, an easy way u> do so 
is to count the number of 
small computers and word 
processors on desks, says 
Barbara Babcock, manager 
of office systems marketing 
at Data General, a manufac- 
turer of small computers, 
There aTo about 50 million white-collar 
workers, and only 4 percent have elec 
tratic tools, she says. Her estimate for 
1965: computers on 15 percent of office 
deks. 

Other predial 'ii- ure similarly bull- 
ish. International Data Corporation, a 
Frarmntfharri. Mas*., research and con- 
sulting firm, says that In 1981, for the 
first time, 1 million computer systems 
were shipped by U.S. manufacturers. 
In 19B6 the number will reach 5J& m:L 
lion and the growth of desktop comput- 
ers will be 1 "staggering," the firm Bay a. 
Another prediction: SRI International, 
ft research firm in Mento Park, Calif, , 
says that the number of what it calls 
"electronic work stations^ will top the 
number of electric typewriters in of- 
fices by the end of the decade. 

There general agreement that a 
big percentage of office computers will 
be networked in the years ahead. That 
means that desktop computers, word 
prvieessorsr central data librarfea and 
electronic printers wilt be finked by 
wire or cable. Information can then 
speed from machine to machine within 
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Boom: It's Just Beginning 



one office building or between office 
anci factory. 

The reason for all these predictions 
Of dnjSKlintf computer growth is simple, 
America's white-collar payroll totaled 
$1 trillion last year. Companies believe 
the computer can jpve them more pro- 
ductivity for all those dollar*, 

rj niVELY few companies are 
^» working hard on improving office 
productivity now, says the American 
Productivity Center iii Houaton, Tex,, 
but those that are doinjj so have scored 
siffiiifiertiiT gains. Citing a recently com- 
pleted study, C. Jackson Grayson, 
chairman of thif center, SEiys thai "com- 
parses with Ln-place office productivity 
efforts show an average £&in of tt.ft 
pftrvr-m in effectiveness tend efficien- 
cy" 

The study, M7i&te Co Mm- Prod act iii- 
ttf: Thv Nationtki Challtmgi\ was spon* 
aored by Steelcase. a manufacturer of 
office furniture systems. If procedure* 
used by the ft9 companies studied were 
universally applied, more than $95 bil- 
lion coudd be Raved each year, Grayson 
says. 

Reflecting the fact that office elec- 
tronics ja still concentrated on clerical 
and secretarial tasks., the companies 
said worJ processing, which eliminates 
retyping, to the leading contributor to 
improved productivity. But 55 percent 
of the firm* plan t° extend their pro- 
ductivity program* to reach more work- 
ers, SRI International says this kind of 
effort will pay off by 1990 in 13 percent 
time savings for salesmen* 14 percent 
for managers and a significant 25 per- 
cent for professionals. 

Boosting office workers' productivity 
is crucial because they comprise 53 per- 
cent of the work force today and may 
approach 66 percent as early as 1985. 
Although the number of office worker 
is Kij^aniic, the capital investment per 
worker is still relatively a-mall— <$2,500 # 
compared with about $2H,00fl per nianu- 
faeturinp; job. Raising the investment 
per office worker by just $1,000 would 
create a $5 billion market for new 
equipment. 

AUtEAPY Appk Computer, interna 
L Lionsi Busing Machines, Wang 
and many others make small computers 
for personal mid business use that coat 
as little as $2,000 for terminal, monitor 
and printer. Somewhat Se&s powerful 
In mm? oompuLertf nell for less than 
and discounts and rebates are common. 
Small business people Are buying 
computers with specific uses in mind, 
such as "a payroll system, an inventory 
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control system or a general 
ledger account system," says 
Garland P. Aaber, director of 
financial planning at Tandy 
Corporation in Fort Worth* 
Tex. Tandy sells a limited 
line of computers at its 6,490 
Radio Shack stores and a 
broader linn at its com- 
puter centers. It plans to 
open 10 new computer cen- 
ters a month. 

There has been a 50 per- 
cent per year growth in sales 
of software products. Ana- 
lysts siay that within an 18- 
month period the buyer of a 
desktop computer is likely to 
upend as much on software 
(which retails for S50 lo $600) 
a* on the purchase of the ma- 
dune itself. 

Niches are still bein« mo- 
ated. Portable computers did 
nol exist a few years iigo p 
bat several eompAtih's— t h- 
borne, Sony + Texas Instru- 
ments — offer capable mi* 
chines that fit In a curry i ok 
case or briefcase. 

Proper selection and instal- 
lation of office electronics 
equipment, a difficult task in 
it-^eif, does not assure hipjher 
productivity. Workers have 
to learn to use the equipment 
property. But certadnly the 





Computers are now so ifriil! they can m In ■ 
briefcase— or in b hand, Willi a proper hookup, 
ooe computer can -talk" to anoth#r vat php.no 



Wanted: A Voice In the Choice 



The chief u&ens of automated of- 
fice equipment — seerelaries, admin- 
istrative assistants and word 
processor operators— are often ig- 
nored when the equipment is pur- 
chased, upgraded or rep laced. And 
they don't like it. 

As part of a study commissioned 
by the Verbatim Qirporation, of 
Sunnyvale, Calif,, a supplier of mag- 
netic data storage products, 1,268 of- 
fice workers were polled nationwide 
in companies of ail sizes. Most «ay 
they and their immediate sup*rv> 
sor» are seldom cw asm! ted by top 
management or department heads 
when equipment fit selected, even 
though those dom& the selection are 
unfamiliar with tiie operation of the 
electronic system* and thti needs of 
the prime user*. 

fright y -seven percent of respcin^ 



dents voice a strong desire to partici- 
pate in discussion groups regurdine; 
acquisition of new equipment, 78 
pem'in wan? In attend *ale* presen- 
tations by equipment vendors, and 
m percent would like to pass along 
idea* to mana^ment via a sugges^ 
tksn box. 

Among other worker views of 
technological change in the office; 

• New office technolo^ir'^ likr 
word processing may alter stereo- 
tyjws of women's roles in the work 
force. Nearly two thirds insist that 
word processing is for both men and 
women. 

• Nearly half stated that fewer 
demeaning tasks were expected of 
word processor operators than of 
secretaries, and almost one third 
sato more opportunities for career 
advancement in the newer field. 
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GomptMffrs by lha million's will be 
alkfllng off Amorto«n aw?iribly lines 
like IMS one rn the n*jl few y ear?- 

technology is getting easier Lu under 
stand. 

For example, Kelly Services ha* de- 
veloped a training program that teach- 
es temporary workers basic word 
processing concepts in less than si day. 
The hiring firm does not pay the tem- 
porary's aalary until the worker is up to 
speed on the equipment at the assigned 
workplace. 

Although computers are getting 
{ easier to understand, most senior 
executives started their careers before 
of free automation took hold, and they 
tend lo resist the machines, In particu- 
lar, they don't like having to type in 
their own commands In many ca&es, 
says Data General'* Bahcock, they wflJ 
have to like it or lump it in the years 
ahead. "There will be industries where 
a computer will he an absolute must," 
she says. 

Right now, computers are making a 
difference m a variety of companies 

In Compton, Calif., the American 
headquarters of Kuhotn Tractor Corpo- 
ration stocks 1.5 million parts for its 
dealers across the country. Jim Hud- 
son, national parte manager, says the 
firm's computer, using software de- 
sign t-J by Informatics of Woodland 
Hills, Calif,, runs an Almost continuous 
comparison of inventory and saies to 
prevent overstocking or shortages. 
"Since we began using the system two 
year? ago, our parts count has in- 
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creased 3D percent and sales even 
riMitt;,'" Hudson says*. "Our staff level 
has hefd constant We're able to man- 
age and profit from our growth." 

Charles Culpepper, a vice presi- 
dent at a large bank, Republican nk, of 
Houston, look the trust department 
from a manual to an automated system 
of handling shareholder accounts. Now 
that the changeover— a two-year pro- 
cess-— is complete, "we obtain informa- 
tion so much more quickly," Culpepper 
says. "We're updated i>n a daily hasU, 
so our information is more accurate/^ 

A small bank, Monadnock Bonk in 
Jaffrey, S.H., uses a Monroe computer 
ami software to prepare a minimum of 
two financial spreadsheets a year for 
more than fiO corporate clients. "It used 
U> require four hours just to calculate 
ami write in data on each of these 
spreadsheets by bund," says William it, 
Spaulding, senior commercial loan of fl- 
eer. '""With the automated spreadsheet, 
[ can complete a thorough financial re- 
view of a company within 20 minutes 
and have it printed out. This gives me 
more time to analyze the data and work 
with our clients/ 1 

Sieve Ray, controller of Artcraft En- 
graving, a 35-enipLoye photo engraving 
shop in Atlanta, Ga_, is another busi- 
ness person impressed with how much 
Lime a Computer can save. JI What was 
taking three or four days with our pen- 
and-ink accounting system takes 25 
minutes with our Lanier system," he 
?ays. Opting for a computer will nave 
on payroll costs too. Ray says owners 
of growing companies "will eventually 



have to make the decision: Do I keep 
hiring more employes or do I hire a 
computer ay stem 7 M 

REAL ESTATE salesperson Frank SJa- 
ton, who works for Loma Linda 
Realty in I^oma Linda. Calif. T had only a 
vague notion of the business uses of a 
personal computer when he bought one 
three years ago. Since then the comput- 
er has paid for itself many times ov«r_ 
,l A prospects fifce finally gave me con- 
trol over all the loose scraps of paper 
containing important names and phone 
numbers," Slaion says. He adds thai 
his computerized properties file allows 
him "to farm more properties with 
greater efficiency 1 ' and that he Can pro- 
vide buyers and sellers with profession- 
al fact sheets to aid in their evaluation 
of purchase alternatives. 

Eiotan Mosle, an investment hanking 
and securities brokerage firm in Hous- 
ton, says it has doubled its professional 
staffs productivity by moving lo com- 
puter-based client planning:. 

David Lille, a vice president* sayt "0 
percent of staff time had been spent on 
routine calculations. Now 75 percent is 
"spent on the most productive aspect of 
the job— creative thinking, analysis and 
coming up with solutions," he says. 

Whether the job is getting: costumed 
extraterrestrials on the streets, as at 
CQlIegevilte F^JS- or plugging a number 
into it financial spreadsheet, morv ami 
more companies are electing to take the 
electronic route to solving business 
probtems. And they ore finding that it 
is the right route. □ 



Should Yovr Business Be Using Computers ? 



Deloitte Hoskins & Sells, the. in- 
ternational accounting firm, has pre- 
pared a checklist — condensed here — 
to help small business owners evalu- 
ate their need for a computer. The. 
more boxes you check, the more like- 
ly it is that a small business comput- 
er would be an LnijHJrtani. manage- 
ment tool, the firm says. 

Soles. Billinjc and Receivables 

□ The time between a sale and the 
billing of a cuKtomflr is delayed. 

□ There are at least 100 active ens* 
turners, 

□ The sales order and the custom- 
er's invoice are not prepared si- 
multaneously. 

□ Salesmen's commwaions musl be 
Recounted for- 

Payroll 

□ The ending date of the pay period 
is different from the date of the 
paycheck. 

□ Overtime calculation is required. 

□ Certain salaried employes are 



paid overtime based on hourly 
rates. 

Inventory Contrail 

The merchandise inventory con- 
sist* of more than i500 itema, 
A biitaf-rnaterkia breakdown is 
required. 

Turnover reporting is required. 
Locating inventory is difficult. 
Account-* Fayahk 
There are at least 100 active ven- 
dors. 

More than 100 purchase orders 

ore processed each month. 

More than 100 checks are pre- 

uared each months 

General Accounting 

An accounting department or 

branch is required. 

Consolidated financial statements 

are prepared* 

Monthly financial statements are 
prepared. 

Mure than 250 transactions are 
posted each month. 
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The Smart Sony 



lnlrtxlunT>g the Sony small business 
computer system The Sony [hat shows 
the top rated programs that help you make 
smarter business decisions. 

The Sony system that's easy enough 
for a doctor, lawyer or chief-executive to 
learn to use. Yet swart enough lor accounting 
bluing, inventory word processing imd 
endless other complex, profit oriented chores 
Et can even talk to other computers, hi §5 
j rid small 

[ For those who speak computer, 
the Sony Microcomputer runs CtVjyf based 
programs, and many other important business 
oriented software customized for Sony 
including the popular VisiCalc* \ 

As aleek as it is J He Sony system 
has the basics to get you started and the 
ejcpandability to grow with your business. At 
a price that vwrnl drive you out of business. 

Sony. You've always admired our 
hardware, now come see our smart ware Or 
write Sony Microcomputer Products Division, 
7 Mercedes Drive, Morttvale, New (ersey 07645. 
SONY* 

Microcomputer Products Drviswn 
Sony tk^murwcatkorifs PitxJucTs Co 
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From Pensions 
To Postal Rates 



The Supreme Court is hearing 
many cases whose outcomes witJ help 
shape the way America does business. 

By Tony Mauro 



J|5 A RULE, women who reach retire- 
f\ ment age outlive their male coun- 
terparts by about four years. 

But can that actuarial truth justify 
stretching out pension payments to 
women by paying them iess each month 
than men? The Supreme Court has 
agreed to answer thai question in n 
case that could revolutionize the Ensur- 
ance industry and could, some say, 
bankrupt some pension plana. 

The pension ca^e Us on* of an unusu- 
ally large number of cases affecting 
American business that the Snpretnit 
Court Its considering in sis current term. 
One of those cases, over the legality of 
home taping of television programs, 
has attracted wide public interest (see 
page 40K 

In other business-related cases, thft* 
Court Is expected to decide: 

■ How much control states can exer- 
cise over construction of nuclear jww<t 
plaots- 

• What it takes to prove that a work- 
er has been denied a promotion because 
of race. 

■ What exactly constitutes price-fix- 
ing under federal antitrust law*. 

A report on these cases, and others 
that may have a broad impact , follows. 

Pen* itiFia, Nathalie Noma of Phoenix 
realized one day that her life annuity 
from a state emp] Dyes' deferred com- 
pensation program would amount to 
$320 a month and that at her salary 
level men would receive $3oD a month. 
Shi* sued, and two low^r federal courts 
have agreed with her that the different 
payments constitute sex discnmination. 

those payment^ like virtually all 
from privately run pension plana, are 
baaed on mortality tables that reflect 
the different life expectancies of men 
and women, 

"Insurance always differentiates be- 
tween thing*, but that doesn't make it 
discrimination/ says John Endicott, 



Tony Ma into is the Supreme Court 
reporter for Gannett Newt Smw 
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who is defending the Arizona insurance 
plan before the Court. '* People who ltve 
in wood houses in fire areas sometimes 
pay more for fire insurance than people 
who live in stone houses in nonf ire ar- 
ea?- But it's not because- the insurance 
company is discriminating against 
wood house*. 11 

If the Supremo Court agrees with the 
two lower federal courts, one of two 
things could happen* industry officials 
say. 

* Payments to women could be 
raised to equal those to- rnen H That, h> 
dustry spokesmen say. would break 
some systems. By one estimate, if 
100.000 mates and tOO.flflfl females are 
paid the same $10,000 par person each 
year until all of them die, the women 
will have received 141 million more than 
the men. 

• Payments to women could be 
raised and those to men lowered to 
meet some where in the middle. "Men 
will etiB&ittftliy be subsidising women, 
and men are going to start raiding 
hell T ir Endicott aayai 

The Supreme Court ruled four years 
ago that it is illegal to require women 
and men to make unequal payments, 
based on differences in life expectancy, 
into an employer-operated pension 
fund. The case tliis year invokes pay- 
ments by private insurance firms. 
Whether the case is different enough to 
prompt a different ruling from the jus- 
tices is a topic that will have the insur- 
ance industry on edge until the decision 
comes. 

Nuclear power. The federal govern- 
ment traditionally has dominated the 
regulation of nuclear power, but in 197G 
California enacted a virtual moratorium 
on nuclear plant construction- Five oth- 
er states— Connecticut, Maine, Mon- 
tana, Oregon and Vermont — have 
taken simitar action. Pacific Gas & 
Electric Company's challenge of the 
California ban will be considered by the 
Court this term. 

Edi-vin Electric Institute, which rep- 



resents the investor-owned utilities thai 
own 68 of the &1 nuclear reactors cur- 
rently licensed to operate, has urged 
the Court to strike dawn the California 
law, asserting that it "invites balkan- 
ized state regulation," The Atomic In- 
dustrial Poruni. representing tfOO firms 
in the fieldn says that Ef the California 
law is upheld, it will "encourage addi^ 
tional, burdensome and unnecessary 
State regulation of existing nuclear fa- 
cilities," 

Employment dfccrimifialion, U>ujs 
H. Aiken&j a black postal worker, 
claimed that he was the victim of racial 
discrimination when he was passed 
ovet for promotiona 4 even though 
blacks were being promoted all around 
him in the District of Columbia post 
office. A federal district judge ruled 
against Aikens, but an appeals court 
reinstated hts caae. 

AU Aikens needed to prove, the ap- 
peals court said, was that he was quali- 
fied, he was black, he was not promoted 
and whites were promoted to the posi- 
tions he sought Once he had proved 
those facts, the court held, the Postal 
Service was required to prove a nega- 
tive — that it had not in fact discriminat- 
ed against Aikens on racial grounds. 
There was no need to show that those 
who were promoted over Aikens were 
less qualified than he or that his em- 
ployer intended to discriminate. 

The Postal Service is fighting the ap- 
peals court's ruling, with the support of 
both the U.S, Chamber of fYumnw*- 
and the AFLrClO. 

The Chamber's National Chamber 
Litigation Center, which intervenes in 
cases affecting the business communi- 
ty, told the Supreme Court that a ruling 
upholding Aikens would "encourage a 
virtual explosion in the number of dis- 
crimination suits." 

Residence requirements. To stem 
rising unemployment and reduce racial 
friction, the mayor of Boston issued an 
executive order that any w^nistniction 
paid for with city u.r federal funds must 

■TON'S husi^pss * i j i . i: I-, r- h iftas 




A decision that would require equal mansion payments lo bcin 
taxes could make rmn revolt Lawyer John Endlcotl uyi. 



be performed by a work Force made up 
of 5fl percent Boston residents, 26 per- 
cent minorities and 10 percent women. 

The Massachusetts Coundt of Con- 
struction Employers isn't fighting the 
requirement for minorities and women, 
but it has challenged the residence re- 
quirement as a violation of the Consti- 
tution. 

The National Chamber Litigation 
Center toFd the Court that the Boston 
executive order and laws tike it "serve 
only to disrupt the free trade among 
the states . . . and can only 
result in increased costs to 
the municipalities, and ulti- 
mate Jv the taxpayers." 

Antitrust Three major 
plywood manufacturers — 
Weyerh&eufier Company. 
Willamette Industries und 
Geo rg ia - Pac if ie Corpora- 
tion—are fighting the verdict 
against them in a suit by 
wholesale plywood buyers 
who accused them of price 
fixing. The manufacturers 
argue that parallel pricing 
actions— in this case, impose 
m\g uniform freight, charges, 
regardless of where the ply- 
wood originated — do not add 
up to price- fixing unless 
there has been colt us ion. 
They deny that there is any 
evidence of collusion, 

Also at issue is how dam- 
ages should be figured. Low- 
er courts held that the actual 
freight costs shnutd be mea- 
sured against the higher 
freight costs that were 
charged to the buyers. The 
manufacturers say that the 
Court Hhould take into ac- 
count other factors that kept 
the price for each maoufac- 

Attorneys ire car ryino more 
business cases Iften usual 
before the highest court. 
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turer's plywood competitive. How the 
Supreme Court decides that issue could 
determine the course of the growing 
number of antitrust cEass-ciClion suits. 

Several other important antitrust 
cases are on the Supreme Court's dock- 
et. In one. the Court will decide if the 
Clayton Act ban individuals from serv- 
ing as directors of banks while they are 
serving as directors of insurance com 
panics. The case pita the Justice De- 
partment, against Rank America Corpo- 
ration, which is arguing that shared 




directors have been accepted as legal 
for mere than 60 years* 

In another case, the Court will dedde 
whether unions can sue a contractors' 
association under the federal antitrust 
laws. The unions charge that the associ- 
ation violated the law in a conspiracy to 
subvert collective bargaining with the 
unions. 

The Court wilt also determine wheth- 
er territorial differences in pricing can 
he permitted under the ' 'meeting com- 
petition" defense. The case before the 
Court involves a Kentucky 
brewer who charged lower 
prices to his customers in 
Kentucky than to those in 
neighboring states . 

Bankruptcy* The Bank- 
ruptcy Reform Act of 1976 
put some of a debuir'a pos- 
sessions, such as his home, 
car and clothing, off fimits to 
his creditors. A caae before 
the Court raises this ques- 
tion: If a creditor acquired a 
lien on the debtor's house- 
hold goods before the law 
took effect on Oct, L, 1970, 
but the actual bankruptcy 
proceed! ri£H began after that 
date, are the debtor's goods 
eiempt from the lien? An a|i- 
peals court sided with the 
creditors. 

PftplaJ rates. The Court 
will be asked to decide be- 
tween two conflicting meth- 
ods of setting postal rates- 
one that favors first-class 
mail and another that favors 
■H other types of mail, particu- 
larly the magazines and 
newspapers that are mailed 
at second-class rat^s, Greet- 
ing-card publishers are pitted 
against magazine publishers 
in the dispute, which could 
cost the losing aide millions 
of dollars in future postal 
costs. □ 



A CLAIM OF COPYRIGHT WRONGS 



Hollywood and the Home Videotapers 



Until four years ago. John Rough 
owned a car wash. Now he tn 
cleaning up in a different way— selling 
videotapes to some of the growing 
number of households that own video- 
cassette recorders. 

Mora than 3 million homes nation* 
wide have VCRs, which can record and 
play back television programs and play 
prerecorded tapes, principally of mov- 
ies. By 1360, nome industry analyst* 
estimate, VCRs will be in 4U million 
homes, 

Pough. 42, had seen the boom develop 
from his vantage point in a small shop* 
ping center in Santa Ana, Calif. When 
he began to tell videotapes four years 
ago, it was a gamble. He started the 
business with a {20,000 Investment, one 
employe — himself— and tape* of a few 
hundred movies. 

Now, with ffflXUWO invested, he sells 
blank taped and more than 2 r 0OO titles 
from a store that has increased sixfold 
In size and employe five persons, three 
Of them full time. And he says he has 
more than 80 competitors in his part of 
Southern California, besides. M I wan the 
only one four years ago/ 1 Pough says. 

Pough has turned a profit every 
month since he started, and he sees a 
bright future ahead — except for one an- 
noying cloud on uhe borixon, in th* vi- 
cinity of Washington, 

A case before tire Supreme Court 
poses a threat to Pong h'fi business and 
more than BJ&QO retailer! of VGRVrelat- 
ed products nationwide, The Court's de- 
cision in the case {Sony Corporation v. 
Universal City Studios) probably 
won + t put Pough out of business, bat it 
may lead to reduced sales and lower 
profits. 

The Siyrii/ case first burst into the 
headlines in October, 1961. The Ninth 
Circuit Court of Appeals— one step be- 
low the Supreme Court — ruled that 
home taping of television shows, violat- 
ed federal law protecting copyrights* 
The court held that the manufacturers, 
distributors and retailers of VCRs 
could be sued for copyright infringe- 
ment. 

That ruling was a victory for Sidney 
J. Shetnberg, president ami chief execu- 
tive officer of MCA, Inc., which owns 
Universal City Studios. Sheinberg con- 
tends that home vioeucuasette record- 
ing is the only use of copyrighted 
movies and TV shows for which the 
copyright owners are mot compensated 



A Elm's producer is paid, directly or 
indirectly P when his work is shown in 
theaters and on television and when It 
is sold as a prerecorded videocassette. 
But if a VCR owner records el televised 
movie On a blank tape and Inter shows- 
the movie to LOG people at a party, the 
producer receives nothing. 

"The biggest assets, the most Impor- 
tant things we own, are our copy- 
rights," Steinberg says. "And we have 
a pact with the government to protect 




When John Pwgh bM* blank videotapes 
like m* ones ne t holding, 4a he 
hsrrnhng ttw big moid* producer*? 

them with the copyright law." Home 
taping without compensation, Shein- 
berg says, constitutes "an invasion of 
our rights," 

Sheinherg tears that as home taping 
bcroases, it will have effects not yet 
evident He says; 

• With viewers taping while they are 
away or watching ar^hur channel rat- 
ings will be skewed and viewing pat- 
terns disrupted. Commercials for 
turkey and cranberry sauce that pack a 
punch in November will ftaele if they 
are viewed the following spring. 

■ Even worse, since VCRs now allow 
speeding i:p 1.1m lap* during commer- 
risjs, viewers will skip the ads altogeth- 
er. Advertisers will lose interest, 
network rates for commercials will 
drop, and movie sales to television will 
decrease. 

• As viewers build libraries of taped 



movies that they Jend and swap, profits 
from theater showings and tele vis km 
syndication will full. 

If the Supreme Court agrees with 
Sheinberg ia diagnosis, Congress may 
respond by adding a royalty fee to the 
price of each recorder and blank tape, 
to compensate the copyright owners - 
The fees would go Into a fund that 
would he divided— probably by an exist- 
ing agency, the Copyright Royalty Tri- 
bunal—among the copyright owners 
whose movies and shows were being 
copied onto the blank tape*. 

"Royalties are a had idea, but we 
support them because there is nothing 
better/' Steinberg My»« "You have to 
deal in rough justice when there in no 
better protection/ 1 

T~ o john pouch, the California vtf- 
cocassette denier, royalties seem 
both rough and unjuaL "Why should 
the Supreme Court or Congress force 
me to subsidize the movie industry?'" he 
asks. M | don't want it, and my custom- 
ers don't want iL I have yet to see any 
loss that they are suffering. 1 ' 

In fact, Pough thinks the studios are 
benefiting from the VCR boom by sell- 
ing the prerecorded videoca&fiettes, 
which cast $80 or mom, "Many people 
come in and say they have cable televi- 
sion, but they are not satisfied," he 
says, 'They want the prerecorded cas- 
settes of the movies they want to see," 
Charles Ferris agrees with Pough 
and calls Sheinberg's arguments "bo- 
gus nonsense/' Ferris, former chair- 
man of the Federal Canuuunicatkins 
Commission., is the main lobbyist for a 
coalition of manufacturers and retailers 
of VCR- related equipment. 

"The movie guys admit they are Huf- 
fering no harm/' Ferris says, "So 
they're following the old axiom: If you 
don't have the facts, argue the law. But 
they don 1 t even have the liiw," 

«rris think!* there is "no can&Utu- 
lional Issue at all, no property-taking 1 ' 
for the Supreme Court to decide. To 
him, VCR users are like all other televi 
sion-watchers. "The producers get theEr 
payment when they license television 
stations to distribute their shows/' he 
says, 'There is no loss of copyright" 

Whether or not the Supreme Court 
agrees with Ferris, its decision in the 
Soup case will have a lot to say about 
what Americana see on their television 
screens in the years ahead* □ 
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John Hoehchcr and his cumpans 1 * 
tiewesl hftiiliiuarwt—u 40.0IM) Mf ft 
\luHVTi)vm ami warthtjuse eampkw 




usinesses 
throughout the 
country owe a lot to 
commercial stationers 
like John Hoelscher, 
president of Hoeischers 
Inc., the hrm his father 
and uncle founded in 
1925. 

Since then the com- 
pany has expanded to 
larger quarters four 
times. Now its western 
New York's leading of- 
fice outfitters, with 
some fifty employees 
working in a new 40,000 
sq. ft. showroom and 
warehouse. 

For area businesses, 
Hoeischers is the expert 
source of quality office 
products and proies- 
sionai office design. The company's 18 sales reps service local 
businesses regularly and its design specialists are responsible 
for the layout and furnishings in some of the regions most 
important banking and corporate offices, 

John Hoelscher is a man who has always kept one eye cocked 
on the future, tracking new developments in office trends and 
technology. When a new business opportunity comes up, he's 
ready to take advantage of it. Right now, for example, he's 
moving the firm into micrographics and management informa- 
tion system supplies. 

That's more than being just an aggressive businessman, John 
Hoeischers a real pro in the field. 




John Hwtst-hitr htvrt a wmixuuti R?d t'ru.sx hhwtl 
itoiujt jut n vlvj/.v. //c has his fi gallun pin; ttwhe't 
working oh hts 12 gallon one? 




Behind John Hoelscher, 
commercial stationer, is John 
Hoelscher the aeronautical 
engineer who spent his WW II 
years helping to test planes in the 
desert. That was after graduating 
from Notre Dame, class of '42, 
starting a tradition his sons Jack 
followed in '67 and Greg in 82. 
("But everyone says '42 was the last great class.") 

Hes a man of enormous energy. "I like getting to work 
first thing in the morning, so everybody knows I'm there 
when they come in. Of course, sometimes J goof off and 
take the afternoon off to play golf." When he does, its with 
the same total commitment he puts into his work and 

community activities. That's why 
he plays with a 14 handicap. 
"Thats ok. But I'll get it back 
down to 12 by next week." 




John wta, tin .jriiiruj;/ umuv W Xi- timmiry tha Gmii's 
church. Now he helps ftrv. Msgx. Mctv'aniaru hv unudtiHg 
im the purist! !;n>nu r rp'mm'/.'rv 



//iWh itm \ Int . ha v a family basinet \ trutiii r"«- 
Jahtt's children Jack, Jamie ami Susan 
tire 1 , aitnad* part tif it. 




Boorum and Pease is proud to be in business with 
John Hoelscher and the thousands of office 
outfitters and stationers like him. They are in a tough, 
demanding. business, and often miss out on a lot of the 
credit that is due them. 

Keeping up-to-date with literally thousands of pro- 
ducts, while moving ahead to meet the needs of future 
offices takes intelligence and innovation. Americas 
commercial stationers have it. They represent the best 
of our business traditions: honesty, integrity and 
progress. 

Stationers like John Hoelscher are an integral part of 
Boorum and Peases 140 years of 

success in providing the best BOORUM £ PEASE 

office products. Like him, 
we are professionals 
committed to qualitv. 

801 Newark Ave., Elizabeth, NJ 07208 

We keep the records straight 







ftootrfftj to last, so itr build Boonuti und 
product* to stattd years of toitsttittt tt.\t; ledgers an- built 
with the toughest himii*t# ntalenats. high qiuiliis? pupur* 
£iW c.uWfc.Nf writing and erasing iiitjticci and uniform 
nditift asiur*.^ aciuratt! post it tR* 





Food service at Fort Gordon In 
Georgia {toft} *nii Mcurity 
at a submarine baa* in Maine 
are Iwo of many functions thai 
the Deftnaa Department ha* 
turned over Id contractor*. 



Shrinking 
A Stretcher 
Of Dollars 



I 



Contracting out to private firms 
can save Washington billions, 
experience indicates. But the 
practice is under congressional 
fire, particularly at the Pentagon. 



| v turning ovkr roughly half Df Lhe 
support service* at f tot Gordon to 
private firms, ths Army base's con- 
tracting officer is saving taxpayers 
more ihun Jf?ti million a year. 

Contracting out of auch functions us 
electronic equipment maiiitenuncv and 
laundering has freed Ai£ soldiers for 
critical military taflks. In Addition, small 
firms in arid around nearby Augusta, 
Ga, p have received more than 59 million 
yearly in extra business. That has add- 
fnl 'Mi jobs tej ihe h*ml civilian econo- 
my, 

The topper ift that some of the ser- 
vices are now belter thai! Lhey used to 
be, the Army aays, 

'Tree enterprise and competition are 
the most effective way to ensure that 
jzumJ-s ahi] services the Defense Depart- 
ment needs are obtained most efficient- 
ly," says Lawrence .1. Korb, a.satstAnL 
secretary of Defense for manpower* re- 
serve affairs and logistics. 



Over the pas* three years the De- 
fense Department has held aoine 400 
bidding competitions in which the cost 
of having johft done by private firms 
was weighed against the cofcl of having 
them dune by tike military or by civilian 
departmental employes, Private firms 
won 6 out of 10 limeis, saving about $70 
million annually, Korb says. He says 
that though the other functions were 
kept in-house, the riirn petitions spurred 
government efficiency, saving an addi- 
tional SH million. 

Bui many members of Congress ap- 
parently are unconvinced of the value 
of fb #oing outride," Critics contend that 
contracting out has accelerated beyond 
the bounds of prudent administration 
and should he reviewed id determine its 
value. 

In reporting out the Defense Depart- 
ment authorization bill for ftscal '#3, 
the House Arnifc^i Serving Committee 
proposed a one-yonr moratorium on 
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new contracting out by the Pentagon 
and recommended adding H,0W) civil 
service pentonnel for a variety of tasks 
frequently performed by private con- 
tractors. It a-lno rawm mended deleting 
440 ijositions in the Army and Navy for 
contract administration, 

As eventually passed by the H«iue 
k and Senate, the bill ts not quite so 
grim fi>r advocates of retracting Out. 
but it ts far from good new*. With cer- 
tain exceptions, the- bill imposes a sU- 
month moratorium— ending on April 1 — 
OH coat comparison studies that auto- 
matically precede new contracts. (The 
exceptions: cuatodw] services, garbage 
collection, grounds maintenance, food 
service and preparatiom and base trans- 
portation services.) 

Muwever, if Kuch cost studies— they 
can lake munita— had hwn completed 
by the start of the moratorium, contracts 
could be awarded And although the 
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"We're going to keep Alabama in 
the state of energy independence." 



"Alabama has the energy 
sources it takes to keep industry 
going strong. Prom coal to hydro- 
power to nuclear reactors, the 
resources for reliable electrical 
generation are right here in our 
state. In fact, we do not depend on 
outside petroleum for electricity. 

lb you that means reliable, 
low-cost power for running a 
plant, a regional office or even 
a headquarters. 

And whether it's tax incen- 
tives or efficient labor, Alabama 
will work for you in a lot of other 
ways too. 

lb get the whole story call 
us here a* Alabama Power 



(305)250-1000. 
Or write Alabama 
Power Company, 
Industrial Develop- 
ment Department, 
P.O. Box 2641, 
Birmingham, 
Alabama 35291. We 
have all the infor- 
mation you need. 

In Alabama, 
we have the resources to keep us In 
the state of energy independence. 

That's one more reason why 
you can depend on us." 

Another powerful reason 
to move to Alabama, 




Jutmph U Fkrlay, Presided 



Alabama Power 





bill calls for hiring the 17,000 personnel 
it does not delete the 440 contract ad- 
ministrators. 

In addition, the hi I J prohibits for one 
year con vera ion of fire fighting and se- 
curity services at military installations 
to the private sector. (Contracts for 
such servtees in existence by October 1 
would not be affected.) 

Iiuu.se arid Semite conferees; in rh- 
other development, also agreed to 
amend a military pay bill by adopting 
guidelines that won Id t for national de- 
fense rea-Hons, pfrrimnentfy ban con- 
tracting out in certain cases. And they 
agreed to make contractors pay for fu- 
tutr i.Tttt studies 

How does the Pentagon react to all 
this? 

Defense officiate estimate that the 
firefighting-ewcurity prohibi- 
tion will cost taxpayers $o0 
million annually (An aide to 
Sen. George Mitchell (D- 
Maine}, a sponsor of the pro- 
hibition, labels the estimate 
'baseless/') 

As for the cost study mora- 
torium, Korb says that pri- 
vate business will be 
deprived of legitimate oppor- 
tunities, with consequent 
heavy damage to "our meet 
effective program to improve 
efficiency," 

In the next session of Con- 
gress, foes of contracting out 
can be expected to try to far 
Uit?r close the limited opening 
for private Defense Depart- 
ment contracts left by this 
Congress 

For some years, there has 
been a trend toward efforlft 
to reduce federal reliance on 
the private sector. "Each year the 
amendments aimed at contracting out 
get more detailed/' says a congressio- 
nal counsel 

Business as well as government pro- 
curement officials note thai the trend 
rurisi contrary to longs tending federal 
policy. 

President Eisenhower issued a direc- 
tive in 195ft stating, in essence, that the 
federal government should not provide 
services that put it in competition with 
private industry. 

THE DlJlECTlVfc THAT now governs 
contracting out, Circular A-76, was 
wsued in 1979 by the Office of Manage- 
ment and Budget nnd follows the same 
theme. It requires government agen- 
cies to compare the cost of products or 
services in-house versus awarding bids 
to private firms, But it also requires 
that existing government activities re- 
main [n -house unless contracting out 
wfliild result In a saving of at least 10 
percent. 

Defense is by no means the only de- 
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pnrtment in which tax dollars can be 
saved by turning to private competitive 
bidding Federal employes perform 
some 1UW <:ornmorcial or industrial 
activities that private firms could do, 
according to a General Accounting Of- 
fice report Keeping them in-)n'U>r \r- 
costing taxpayers billions, 

"Private firms are becoming more 
aware of the extent to which they face 
unfair competition from government 
sources/' says James Hosteller, a 
Washington attorney who represents 
businesses that want greater access to 
government contracts. Hostetler is a 
member of the Small Business Council 
of the U.S. Chamber of Commerce and 
of the Chamber's Council on Procure- 
ment Policy- 
Most federal government activities 




Sometimes bkJdhng out govern mpril rorvicBS Is, ntlwii 
impractical. Hire, American GIs Jo France during 
World War II perform &ns of the mo^t bggm chores 



hiive never been subjected to cost stud- 
ies. Ail OMB study found that if they 
were, taxpayers rould save $1 hitlion 
annuaDy. 

Besides being more economical — it 
can reduce an activity's cost by m much 
as tjO percent sometimes — con [farting 
out provides federal managers with 
greater flexibility, its supporters ar- 
gue. 

Contracts can be awarded, terminat- 
ed or modified as needed, whereas civil 
service regulations usually make gov- 
ernment payroll reductions extremely 
difficult, even after a project hit been 
completed. 

OMB is working on a directive on 
streamlining procedures for contract- 
ing out. Cost studies showed "some in- 
equities and cumbersome procedure*, 11 
says Edwin L Harper, assistant to the 
President for policy development "We 
expect to adopt many of OMB'h recom- 
mended changes." 

An early draft proposed that func- 
tions that lend themselves to private 
sector performance and employ fewer 



than 25 people could simply be turned 
over to private bidders without cost 
comparisons. That upset federal em- 
ploye union leaders, lending impetus to 
the moratorium drive. 

Nicholas Nolan, national secretary- 
treasurer of the American Federation 
of Government Employees, says that, 
as a general rule, government does not 
need to turn to private contractors be- 
cause it is just as cost-effective for the 
government to do the work- 

A major raovrsioN of Circular A-7fi 
addresses federal employe unions' 
fears about job security. If federal 
workers are laid aff because ;in activity 
has been contracted out, the private 
contractor must give them first crack 
at any jobs that are available and for 
which they are qualified. 
About 85 percent of displaced 
qualified federal employes 
transfer to contractor em* 
ploy me nt, according to OMB. 

Detractors of contracting 
out frequently cite potential 
disruption and deterioration 
of service resulting from 
strikes in the private sector 
"Do we want our military 
bases to be susceptible to se- 
curity guard and firefighter 
strikes?" asks Sen, Mitchell. 

He concedes that no 
jorprobfcm" of thw type has 
occurred at 34 bases where 
firefighting and security ser- 
vices are now provided by 
private firms, hut says trou- 
ble would be inore likely if 
the 95 additional installations 
that were considering niak- 
ing such h change artuully 
made it. 

Sen. Roger W. Jepsen (R-Iowa) ar- 
gues, however* thai the Mitchell-en^ 
dorsed prohibition on such conversions 
will prevent the Pentagon from analyz- 
ing base security functions on a case- 
by-ease basts. Add& Pentagon's 
Korb T "Only when military depart- 
ments Are satisfied that contracting out 
would not huh military capabilities do 
we proceed with free enterprise compe- 
tition/' 

(MB Director David A Stockman 
says that as a result of the new restric- 
tions on contracting out, the Pentagon 
will have to absorb extra expenses at a 
lime when cast-efficiency is eritie&l. 

There would be a lot of irony in that. 
Member* of Congress have been vocal 
advocates of taking whatever measures 
are necessary to curb waste. Yet they 
have hepn resisting steps that would 
save tax dollars through greater reli- 
ance an free enterprise. 

"Somebody is having a difficult time 
keeping their priorities straight/ 1 saya 
a high-ranking Pentagon official O 
—Tony VoSocci 
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Hew To Motivate 
Yeur Employes 



Here is a primer — on hiring, on 
promoting, on paying and on listening- 
for the small business that wants 
to improve productivity. 

By John F. Collins 




■ H the daily crush of problems and 
I challenges, many owners; and opera- 
tors of a ma II businesses dual with per- 
son eel matters in terms of the 
immediate task at hand. They believe 
that human resources* management is 
the concern of big companies with spe- 
cialists and budgets for such activities- 

The fact is, however, that sufficient 
attention to employe motivation and i]v 
volvement can be a major factor m h«3[5- 
ing small business achieve the 
productivity increases necessary for im- 
proved profits. Small businesses, may 
have Uj make some adjustments in 
present attitudes to receive the rewards 
possible from proper management of 
fin nan resources. 

Some fundamental concepts should 
be understood from the outset. 

To tie motivated and productive, em- 
ployes must feel a high degree of inter- 
est in their jobn and derive a large 
amount of satisfaction from them. Mo- 
tivated and productive employes must 
believe that their salaries, benefits, 
working conditions and job security are 
reasonable and that they are being 
treated fairly by their immediate man- 
agers and by Management generally. 

4A 



Beyond that, if employes are to be 
maximally productive, they must be 
given the opportunity to work in an 
atmosphere in which ail employes are 
conscientious and cooperative. 

The function of human resources 
management is the implementation of 
these concepts through employment de- 
,,r : ■ '.v:.i£e and salary administra- 
tion, management training and commu- 
nications, 

Here are specifics in e&cJi area for 
improving productivity through im- 
proved personnel policies: 

kniplojimnr, Recruitment and se- 
lection of employes is ihe most impor- 
tant factor in building and maintaining 
a productive work force. A company 
must treat employes fairly, provide rea- 
sonable compensation and benefits and 



develop a jxjsitrve work atmosphere if it 
is to achieve a reputation as an excel- 
lent ptsce to work and thereby attract 
above-average applicants. In too many 
instances, recruitment and section of 
employes is not recognized as an impor- 
tant function and the individual re- 
sponsible for hiring does not have the 
necessary knowledge and experience. 

To provide sufficient timi* for the re- 
cruitment process, personnel needs 
should be anticipated as far in advance 
as passible. Selection mistakes occur 
under pressure to flEl openings quickly 
and through failure to identify the key 
personal and technical qualifications 
for successful Job performance. 

Except for positions calling for high- 
ly specialized knowledge or skills, an 
applicant's personal characteristics are 
more important than his technical quali- 
fications. Such characteristics are posi- 
tive attitude, conscientiousness and 
interest in the work to be performed. 
When, qualified applicants have been 

John F. Collins is prtrndtrnt. of J.F. 
Collins Associates, a consulting firm 
or human resources management^ of 
FlossmooK III 
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Discover how 
to improve your 
management talents 
and profits. 



"Executive Seminars in Sound" is 
<i lively 8-tape program cfcsigned to give 
answers to problems crucial m manag- 
ing n f >i issues. Thi ■ tajx.^ c< iv&i r- 

1. HOW TO GET YOUR IDEAS 
ACROSS 

2. MAKE THE M( )ST < W YOUR 

tarn 

3. yourrole;asa[)ECIsiom 

MAKER 

4. r,UIDETOBETTER 
PF/HJvMANAGEMl-NI- 

5. MASTKRING IM: ART 
OF DELEGATING 

6. ORGANIZING YOUR 
PLAMS AND PLANNING 
YOllR ORGANIZATION 

1. SIWEGIES ( >F MOVING 

AHEAD 
8. HOWTOUVEWTTH 

YOUR OWN SUCCESS 

No boring lectures. 
On each tape, actors drama- 
tize on-the-job situations that, 
as a manager, are aJways 
facing you. The expert com- 
mentary analyzes the situa- 
tions and demonstrates the 
most profitable solutions. 

Leant where and when you 
choose. The convenience of cassette 1 
tapes, in a a impact binder, allows 
"Executive Seminars in Sound" to work for 



How To Get Your 
Ideas Across 



Make The Most 
of Your Time 



Your Role As 
A Decision Maker 



Guide To Better People 
Management 



Mastering The Art 
of Delegating 





Organizing Your Plans and 
Planning Your Organization 




you anywhere, any 
time - at the office, in 
your car or at home, 

Invest $95 in your- 
self and profit for a 
lifetime- Send Uxlay 
for your complete set 
of 8 cassettes-Each 
"Executive Seminars 
in Sound" tape is no 
less than 15 minutes 
loi^j. Well even let you 
iry it for 15 days FREE, 
and il you re nut satisfied, 
return if for a full refund. 



PI Lis. you receive a stucly 
guide with a written synop- 
sis of each tape, ideal for 
personal review and group 
training sessions. 



Strategies of Moving Ahead 




How To Live With Your 
Own Success 



F"l¥t 



l 
l 
I 
I 
I 
I 
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I 



PA take you up on your 15 day FREE TRIAL OFFER. 

Scfiri Tin- '"bfwutive Seminars in SuujhT" li ihie i|iiir«niyhly 
KHEsfW, I fan tti mil il hir a full rriuiid 

Hill r< » my: □ Visa □ WpftflOtrd □ AjlKffclU Fl\pnMt* 

i \i rd Nil., Di|l \tai kM DntC 

Signature 

Acklnsi 

Citv 



Hill- 



Zip 



Nations Busiiwss Executive Seminars DmiMn 
\m H Street UW, Washing*™. D.C 20O6Z 

[ -U ill rtlu nml I Hnlrul Jumrxn rra^nl v M >] K tJi^ r,i,- 



Professional/ 
Executive 
Signature Loans 
Up to $25,000 

ENTIRELY BY MAIL 
NO PRE-PAY PENALTY 

Handted in ihe strfctest 
confidence through unmarked 
mall. Attractive rales Quick 
response Write or calf 
Mr P E Hife today. 

— ^-=T HB RflM HTUff 

INVESTMENT CO MPANY 
(316) 662-443 1 Zz= 



Mr P E Hit 

Banker Invsitnmnl Company 
RO 3m 1546 
Hmchmson, KB 67501 



Hum* 
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MANAGEMENT 
ATTITUDES 

Toward Producthrfty ' 

Information Every 

Manager Con Use 

Com ponies con increase tftf 
flow of good deoi through rhe 
use of rewards. Find our how 
monogefs and employers rhinh 
alike about rhe&e rewords 
ond how opinions differ This 
study is on indisperisoble com- 
panion piece ro rhe "Employee 
Attitudes'' study. It show& which 
inferno! ond external focrors 
would improve company pro- 
ductivity, now company com* 
pensatton Features ore ronked. 
now Key executives view rhe 
possible impact of foreign prod- 
ucts in f"heir markets ond the 
Smportonce of having a pro- 
ductMry speciall&r on worT, 5m- 
ale copy, 16*00. Order #6505 
from chamber of Commerce of 
ihe U.S. P.O. Box 114, Kensing- 
ton, MD 20795 

m«tt» <rf rti* U,5 Disarm? of Calurnfoto ond 
Cdtforrvs rrwderti odd opprapr^n? ^in 

ro i 



seiected, an appropriate- amount of time 
and effort should be devoted U> t raining 
i-fcin newly hired Employes so that they 
become productive as soon a* possible. 
Managers should show a continuing in- 
terest in new employes' progress and 
encourage them to ask questions. The 
first few weeks of employment are crit- 
ical, and frequent, communication with 
new employes is essential 

Mmnatrucni train in it. When an 
opening develops For u department 
manager, the employe with the best 
technical qualificatkmH k generally pro- 
mo Led. The employe selected might not 
have the necessary interest and apti- 
tude fcr becoming an effective manag- 
er hut invariably will accept tin- 
promotion. Newly appointed managers 
often do too much work themselves* 
They tend not to delegate effectively 
and to interfere in their employes' 
work. 

Employe shi-juLj be tfrven a general 
outline of how their work is to be per- 
formed, should not be oversnpervLs^d 
tod should have the opportunity to 
solve most of their work-related prob- 
lems. 

Mewly appointed managers need spe- 
cialized training in many areas; the na- 
ture of management responsibilities 
and management style; keys to em- 
ploye motivation and productivity; em- 
ploye selection, orientation and 
training; salary administration and per- 
formance appraisal; employe communi- 
cation' administration of personnel 
policies and practices: and handling of 
employe problems. 

mid &aliirv udmiiijatrulJtMi. The 
primary purpose of an effective wage 
and salary program is attracting and 
retaining the type and caliber of em- 
ploye required to attain ihe company's 
goals raLher than motivating and in 
creasing employe productivity. Such a 
program in essential to ensure that em- 
ployes are treated fairly in salary mat- 
ters. Managers should understand the 
company's salary objectives and poli- 
cies so that they can answer employes' 
questions about salaries . 

Salary' ranges should be established 
for positions based on their duties and 
responsibilities, their relative value in 
the salary market and salaries paid 
elsewhere for similar positions. Salaries 
should be administered on a rate-range 
basis*. The? salary structure should be 
reviewed annually and adjusted accord- 
ing to externa] trends and the compa- 
ny'* experience in attracting and 
retaining employes. 

Flexibility is one of the most aignifi- 
rant aspect!* of an effective wage and 
salary program. Employes should move 
through their respective rate ranges 
based on performance and potential for 
promotion. 

Management shoutd review employes 
for salary increase* throughout tho 
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year rather than reviewing all em- 
ployes at the sami; time t»neri year 

Generally p employes should be re- 
viewed for salary increases nn an anno 
al bay is wfrer their initial salary review. 
Employes whose performance is not 
satisfactory should not be granted a 
salary increase until their performance 
Improves, Employes whose perfor- 
mance is outstanding should be reward- 
ed by granting them relatively larger 
salary increases at shorter ihan normal 
intervals, Employes must understand 
that salary increases are granted for 
performance, not the passage of time. 

Employes are motivated by the satis- 
faction they get from doing their work 
and from Improving their perform ance 
and skills. Managers are responsible 
for getting work done by employes, for 
motivating them and for helping them 
improve their performance. The neces- 
sity for a well-designed performance 
appraisal plan is clear. It serves as a 
basis for evaluating and rewarding em- 
ploye performance, for improving per- 
formance and for assisting employe 
development 

Essential elements of the plan in- 
clude self-appraisal by the employe, ap- 
praisal of the employe's, performance 
by the manager and joint development 
Of plans to improve that performance in 
the future. 

< friiiifinriictfttpn* Effective communi- 
cation between manager* ^d employee 
is essential for employe motivation. The 
manager's attitude, feedback and listen- 
ing urn essential for tfood communica- 
tion The manager must be willing to 
negotiate rather than give a directive 
and let employes discuss and modify 
messages so thai tlu-y nti*. inur* 1 under- 
standable and acceptable. Employes 
who work in a receptive, positive work 
environment are more likely to listen. 

Information about the company, its 
history, ope rating philosophy, employ- 
ment policies and practices* and em- 
ploye benefits should be communicated 
in an employe manual that fa concise 
and factual and written in a positive 
tone. Employe benefits and employ- 
ment policies and practices should be 
formulated carefully to meet their ob- 
jectives, be uncomplicated and be ad- 
ministered consistently so that 
employes know they are being treated 
fairly. 

For the human resources program to 
be effective, a company's human re- 
sources special Lyt must have the knowl- 
edge and ability to gain the trust and 
respect of ita executives and managers. 
The specialist's primary responsibility 
is to ensure that employes are treated 
fairly and consistently and to assist ex- 
ecutives and managers in handling 
their people resjionsibitities. □ 

TVj order reprints of th is 
article, see page 77. 
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An Immense Small Country 





bv in* Ernka 




imlari Ih* Wimpy 
f mflliofi And CuBuri 
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A, rwMEjjst small country-thai might 
be an appropriate way to describe 
Sudan if its land are£ and economic 
potential were measured against its pres- 
ent economic performance 

The Democratic Republic of Sudan 
embraces nearly t million square miles 
IT is me targesi country in Africa and 
more than one fourth the size or the 
United Steles; aN of the member coun- 
tries of the European Economic Commu- 
nity could fit within Its borders, with 
plenty of room to spare 



Sudan is one of the few countries in 
the work} that has a sizable amount of 
unused land, a highly favorable land-to- 
poputation ratio, and enormous animal 
and forest resources, as well as un- 
tapped reserves of game hunting, fishing, 
archaeological remains and tribal fdklore- 
\\ has now become a commonplace 
among economists to say that Sudan is 
polentiaNy a rich country. 

At present, although the country has 
foreign exchange shortages and other 
transient economic difficulties, it is antici- 
pated that with proper manage mem r and 
foreign economic assistance, Sudan will 
be able to overcome these stringencies 
and proceed toward a strong and healthy 
economy. 

Availability of Land 

Agriculture *s the dominent sector of 
the national economy, contributing nearly 
40 percent of the gross domestic prod- 
uct and more than 90. percent ot export 
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earnings Eighty percent of itie total pop- 
ulation of Sudan relics on agriculture far 
a living. Of a total land area ol 600 million 
acres, some 220 million are classified as 
agricultural land, 200 million as forests 
and 160 million as un cultivable (end 
Nonetheless* only 1 7 million acres are 
estimated to be under cultivation. Agricul- 
ture in Sudan la composed of four dis- 
tinct Sub&octors: 

* modern Irrigated farms; 

* mechanized rain led farming- 

* traditional rainfecf farming; 
■ livestock. 



Irrigated Farm s 

Modern irngatron by pumps began at 
the turn ol the century as a progressive 
substitute for traditional flood irrigation 
and bucket and water-wheel techniques 
Over the fast 50 years, Sudan has devel- 
oped over 4 million acres ol Irrigated land. 
This area includes such targe state farms 
In northern Sudan as the Qezira-Managif 
Project (2.2 million acres). New Haifa 
1400. 0QQ acres), Eahad (150,000 acres), 
and 2OQ r 0OC acres in the Savannah Bert. 
It also includes small private pumping 



Kenano: a great new name 
in the sugar world. 



The Kenans Sugar estate is the 
largest irrigated sugar pteniatkin 
m Afrka, ami uric at thr bityreftt 
in the world 

Kertana will tranrfrjim the - 
Sudan from an impurtrr nf sugar 
into an exporter, pxividhng a new 
mmx of supply i*rr Arab natirms 
and the world sugar marten 

Tin- v.i-i rsNih j fins Ijfendt'vt-kiprd 
from scratch in five short years in ex- 
tremely difficult conditions and agairust 
formidable obstacle*. 

tt'i>rk Parted *m Mk- if'.Mur- l"?u mam 
canal in January, I9?6 r Bylanuary, 1981, 
iL had been ci>m[jleM .miL Inm (.puiisfHtiR 
>laliuns had been ccinstrumr] fqu ipf ier! 
■smJ mirimi^kmed. In additiuna 270 km 
nrt work a( primary trials had been dug - 
i he whtilc system beinji capable 'il pump- 
iritf an d distributing itfM),[)()0 ^ll. ut 
White Nik water every miniiEr 
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Hl.tK^fedd^s^.dCNJhec- 
in i 'u'O r>F savannah hah mm been 
cultivated and planted with cane; 
and one i if I he largest rniegraLed 
sutfar betimes tn the wurld is in 
pniduction, 

This mighty technological, 
agricultural nvA en^eeriri£ 
achievement has been broiuirit 
abnut by disc cixiperaltufi between the 
Sudan Government and a number of other 
Arab ciiunlries, find by faarntssing a wide 
range of specialized akilh and experience 
frum turope, Japan and the U.SA 

Al tull vwwk^Km, thf fotfisry prunes 
1 7,000 tons of cane mm ] ,700 I'ms nf re 
fined white tnitfat fveiy day fJ tJiCCTUshinfi 
Heaw.*i r adiiewupj a tubal annual pnductiun 

It is an achievement of whtdi the St* 
uuntiCbf pcoolr, and the wwld'fr sugar in- 
dustry, can feel ju3ity prmid. 




Kenana 

Kenana Mtfrjar 06*, Mil. I 
T'li it 2 r Hlr.ck 11 ) \i. Street ^9, New Extension, Khartoum. 
Telephone: 45539, Teles Nor 634 Khartoum. 



Sudan airways 



Over 35 Years of Experience Between 
Europe, Africa and the Gulf Area 




From London Id Khartoum and be 
yornl there is no finer service or more 
bomformble si imm i id in^ than the 
Estcutive-Slyir travel arrangements 
oiade by Sudan Ainreys, 

Reserve your scat without hesitation. 



12 Grosvenor Street 
London. Wl r England 
Tel 01-499101 >-,5 

Ticketing service and accounts - 
01-6293385. ..6. -.7 
01^1990887 i.* 8 

Reservations - 0 1 -499810 1 

Cable — Sudan Air, London Wl 

Tdcjfi -261850 
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A Far Reaching Adventure 

SUDAN 




From an cartv morning boat trip along 
iliv L'ppifr Nile to a twilight safan camp 
fire In itie ureal Dinckt game parit, 
Sudan is diverse, exotic and exciting. 
The largest nation in Africa \$ alsn rtw- 
richest innate wildlife, yreat savannah 
woodlands ami ancienl due*. Whether 
it's ^ herd oTgiraiJe running free or ihc 
wondrous antiquities of one of the 
oldest cities in the world -Kharioum- 
Soda ei is truly a far-macJiinij adventure. 
See taautilui nature as a ?\ wa«was. 
See Sudan. 

Kormore Enlormntinn contact: 



TheToiiritfJ and Hotels 
Corporation 

B<*7ICH 
Khartoum, Sudan 
Tdoc 22203 "5IAHA* 





Unity Company for Industries, Ltd. 
flagaaoll ulcluaU flaagll ft5jA 

Partners* and Suppliers with «vary suap manufacturer 
in Sudan for raw material; 



Tallow 
Fats 



Cau Mir Soda 
Chemicals 



W« rrffcr «xp«rt advice on future luEufers 
to ail potential suppliers upon request 

Unity Company (or Industries Limited 
RO, Box No. 2454 Khartoum, Sudan 
Telex22UlU UCISD 
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projecls totaling 1.4 million acres. 

This sector accounts for 20 percent 
of the cultivated area. It uses lairiy mod- 
em production technology to produce 
such valuable crops as cotton, wheal, 
sugar cane, groundnuts, fruits and vege- 
tables According to World Bank reports, 
the 4 million acres couict be Increased 
with proper investments and better man- 
agement to 5 milJjqn acres using agisting 
allocations of HWe River water. Further, 2 
million acres could be Irrigated with 
ground water and from new conserva- 
tion methods, and another 1 million could 
be irrigated wilh the introduction of more 
efficient water management, Thus, totai 
irrigated area could be doubled to 8 
million acres. 

Mechanized Farming 

Over the past 20 years, latge-scafe 
mechanized rainfed farming, based prin- 
cipally on sorghum production, has been 
developed on 5.6 million acres of the 
Savannah Clay Plains, II has been a 
substantial achievement. The sector corn- 
prisas nearFy two thirds of the total culti- 
vated area producing sorghum, millet, 
sesame and groundnuts and depends 
almost entirely on human labor and hand 
tools with very little modern machinery. 
Considerable employment has been 
generated, albeil of a seasonal basis, 
and exports have contributed to foreign 
exchange earnings The government's 
aim Is to obtain the benefits of horizontal 
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Maritime Group (Canada) Inc. 

An International Shipping and Trading Company 



Miiri timr Group 
(Canada) Inc. 

3fl Queen St W. 
Suite xm 
Tornnirj. Ontario 
Canada MSI m 
(416)591 

Tele* Nun: 

M2IHI3KMARmMEATOR 
m'iimi MARITIME BTOR 

SHIPTKADF 



Lid, 

465 Jwn Strwl 
Suite 202 
MnntrcaJ, Quebec 
Cnnah K2V2RS 
[514) 

'Hrx Nil 

U5S-G1 LUb UI^HIP MTL 
Catte:ULSrllP 



MdHtunr Group 
{ Canada ) Inc. 

111)2 - irm Park Ruyal 
Wpsi ViinctHmr, B,C. 
Canada VTTIA2 
(6(H) SfrStil 

Tefcf x Not: 

1M352fift7 CAN SHIP VCR 

@m 

CANSHIP 



TV .MariiHTK Group t Canada}] tic. fcartbrc in inCerri!ili«Rd] shaping and Imdu iu> frtirn 
ils Ihre c bases in Canada ( Torontu, MunlrpaJ and Vancouver). 




Building On 
The Past To 
Secure The Future 



The Future Begins Today 
And Chevron Is 
Proud To Be 
Port Of H. 

Standard Oil Company ol California and 
the Chevron Family ot Companies have been 
' serving [he Middle East lor over half a eonlury. 
During thai lime weV^ contributed in many ways 
ro the area's growth and deveJopmen) while 
building long and wide rongin-g experience in 
gelling rhe job done. We ore mors firmly com- 
mitted than ever to usmg our talenfs and ex- 
perience to buifd a better future. 

Oievron 

Standard Oil Comparry 
of California 
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Bottlers: 

The New Industries 

Co, (Sudan} Ltd, 

P.O. Sox 714 

Khartoum 

TeEex: 
24026 Pf ICO. SO. 



participation by the pnvate sector and 
livestock integration. 

Traditional Farming 

Traditional agriculture Is baaed on 
using hand tools, without modern ma- 
chinery. Crop yields lend to be relatively 
low because of poor soil preparation and 
uncertain rainfall. In southern Sudan, 
where rainlall is higher, (here is much 
more scope for improvement and a wfder 
range of crops can be grown. The sector 
produces and exports large quantities of 
groundnuts, sesame, gum arable and 
kerkadeh from the Western Savannah, 
making a valuable contribution to foreign 
exchange. The government's aim is [o 
devek>p transportation and communica- 
tion systems and establish development 
centers that would provide needed 
inputs. 

Livestock 

Sudan fs rich in animal resources. 
Hall the (arm families in the country own 
some livestock, and the country's over 
16 million cattle. 3 million camels, ifl 
million sheep and t4 million goats repre- 
sent a great potential for development 
Sudan's livestock resources are over- 
whelmingly concentrated In the tradi- 
tional sector, with more than 70 percent 



of the stock being produced by nomadic 
pa&toralists. The government's aim is lo 
create mere grazing areas and improve 
land management 

investments tn milk production are 
also important, Milk production Is esti- 
mated at 1 million tons per year, most of 
which ft produced and consumed In Ihe 
local areas, There Is great scope for 
development, since the 90.000 tons of 
whole milk equivalent in powder form 
imparled annually do not meel local 
demand- 
According to recent reports, the esti- 
mated 3 percent annual growth rate of 
livestock could be doubled and meat 
production could be increased eightfold 
by planned livestock development pro- 
grams. One common feature of all four 
subsectors is that none of them is fulfy 
subsistence-oriented, although the de- 
gree of Commercial orientation does vary 
from nearfy 100 percent in mechanized 
ramfed crop production to less than 50 
percent In traditional rainfed cultivation, 

Land-tc-Popuiafcion Ratio 

The country has one of the most 
favorable land- to- population ratios In Ihe 
world, with about 13 acres of cultivable 
area per person, compared with the world 
average of only 3 acres. 
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Combination of 
Properties: 

High Solubility in Water 
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Solution and 



Give the Natural Cum 
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Modern Industry: 

Food & Confectionery 
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Cosmetics 
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Offering Guaranteed 
Qualities of Various 
Grades of Gum: 

Spray-Dried Gum 
Handpicted Sefected 
Cleared* Sifted 
Gum Arabic Cleaned 
Cum Sittings 
Gum (Just 
GumTajha 



Customers are A&sured of Continuous Supply and Immediate Shipment 

T* kphftfit*: 172liM77OT-7«»a HVUV797 \ 1 4-7fti 18-72* ki 
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A 5 Percent Growth Rate 

The decade of the 70s was a difficult 
one hi Sudanese agriculture. A pro- 
longed drought In the sub-Saharan 
countries caused regional imbalances m 
food production, aggrgsraled by interna- 
tional Inflation and sharp naes in price* 
Of fuel and agriculture inputs. Despite 
these circumstance the sector main- 
tained a 5 percent annual growth rata, 
which Is higher than the rate oi increase 
In the country's population. Also, the 
Irrigated land increased by 1,5 million 
acres, and the country's crop production 
by 80 percent. This performance demon- 
strates the basic strength of the agricul- 
tural sector, which holds promise of 
outstanding results. 

With Sudanese agricultural potential 
and American technology, management 
and science, great results could be 
achieved. Foreign investment Is needed 
to help correct the imbalances or the 
sector. There Is a greet need tor storage 
facilities. The lack of adequate transport, 
marketing services and market informa- 
tion systems ere also considered great 
constraints on the sector, An adequate 
railway network is a top priority. The 
present high cost ol road transportation 
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Blue Nile Spinning k Weaving Co., Lid 

Red Sea Spinning Co , Ltd. 

Wad Medanl Textile Co.. Ltd. 
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Sudan Oil Seeds Co. Ltd. 





Exporters, Importers, Representatives 



The leading and largest exporters of the 
following from the Sudan; 

1 . H.P.S. Peanuts Kernels Spanish Type 70/80 
counts/ounce 

2. Gezira Peanuts Ash ford Type 70/80, 50/60, 
40/50 counts/ounce. 

a FAQ. Peanuts. 47% oil contents. 

4 Sudanese White, Red and or Mrxed Sesame 
seeds, basis 2% admixture. 

5 Peanuts m Shell 18/22 counts. 



Our Imports Include: Ail Goods in Demand 
in the Sudanese Market. 

We maintain sophisticated quality control 
laboratories 

D Owners of the most advanced colour elec- 
tronic sorting machine for cleaning and sorting 
H P.& 

□ Strict grading and ensured quality control 

□ Alt our exports conform with the I n tarnation a! 
Standards 



Enquiries from overseas firms for all requirements are welcomed 
and should be addressed to: 

Sudan Oil Seeds Company Limited 
RO Box 167 -Khartoum 
Telex Nos: 2231 2 or 226 T 3 A/B "SOSCO SO" 



NATION'S BUSINESS - DECEMBER 1983 



pi 



Sudan 



Shipping Line Ud. 

P O Box 426 Pol Sudan 

leiepfiGneE 

Commercial Manager 2t£& 



Branch Office 

P.O Be* 1731 Khoftoum Sudan 
CflWe: 'OSTGaKHWOUM" 
Teaephar* %530-«)l7-9ra2QB 
Ts«e* '325 -OSTCOL *M 

CThQrtOrii't'3 Office: 

P.O Box 1 731 Khartoum Sudan 
Cgbter. -&U0I3HlPKHAffr0U\r 
Teiwhor* 77902-70058 
TfttxWISUDSHPKM 

European Representative Office 

Via Gerit>*cr13.l TRIESTE 

T«grcmd: "SUDANI IN£ TRIESTE" 
fete-46056?BUCCll 

Hn rntxa'g Office"- 

Tosograr™ "SUDANUNE HAMBURG* 
Tee*Q2U324 



EL SHEIKH MUSTAFA 
EL Ail IM and SONS 
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leaves ng incentives for produce rs, espe- 
cially In remote areas* to produce any 
marketable surpluses. 

Tourism 

Sudan's tourism potential Is unques- 
tionable The country possesses untapped 
reserves of game hunting, beautiful 
beaches and a vast array of attractions 
thai combine the Middle East and Africa 
Far example, tourists will find a lull range 
of Africa's wildlife represented abundantly 
within me 2A70 square mites of Dinder 
National Parte Lions, leopards, buffalo 
and giraffes, etc, can be seen at close 
range, and photographic safaris are or- 
ganized from Khartoum, 

Tribal folk rites and dances are per- 
formed on various occasions. The coun- 
try abounds rn archaeological sites, 
temples, churches, fortresses and pal- 
aces, some dating back to 4000 B.C and 
the ancient Egyptian kingdoms, 

In the districts oi Merwoe and Shindj 
can be found the remains of the Mapfa 
kingdom, and ancient monuments of the 
Meraitic kingdom, dating from 550 B C 
to 300 A.D. There are marine gardens, 
lishtng, coral reefs and swimming on the 
Red Sea beaches Opportunities for for- 
eign investment are numerous, and the 
80,000 tourists that visited Sudan in 13S1 
(compared with 22.000 in 1&71> could 
be doubled in a short period of time. 

Investment Climate 

There is great opportunity lor interna- 
buna I cooperation in Sudan, The nation's 
investment law emphasizes e targe num- 
ber of incemlves, such aa reducing taxes 
for up to 15 years, facilitating land 
acquisition, giving customs exemptions 
and favorable electricity and freight rates, 
and providing for full repatriation of cap- 
ital in the same currency in which the orig- 
inal investment was remitted to Sudan. 

Equipment and services may be cap- 
italized, and ihe Bank or Sudan approves 
the remittance of alt revenue- profits, 
dividends, inter-rat and royaftres. Accord- 
ing to the law, there is no requirement 




that Sudanese capital, even a token 
percentage, be associated with a foreign 
undertaking, nor are there laws or regula- 
tions in torce that crease any distinction 
between foreign-owned and domestical^ 
Owned firms, 

Embassy Assistance 

The Embassy of Ihe Democratic Re* 
public of Sudan and its economic office, 
2210 Massachusetts Avenue, Washing - 
Irjn, DC ?f>Q03 h (£02) 466-6260, Is ready 
to provide you wilh needed economic, 
commercial and investmenS Information 
and to organiie and facilitate your con- 
tacts with the concerned authorities In 
Sudan ■ 
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WHERE I STAND 



Should Interest, Dividend 
Tax Withholding Be Repealed ? 



Arflurnanti for Riptal: Congress acted too hastily id 
pausing legi station to require withholding of 10 percent of 
dividend.-, and mieno>it for fedora] la.ies. Repeal bills now 
pending on Capitol Hi] I recognize this mistake The with- 
holding requirement, due to take effect next July 1, is 
already generating n whole new complex of regulation* 
and associated paper work at 
* time when the nation fa de- 
manding a reduction in both. 
Withholding; ia particularly 
confuting to the elderly, and 
the provision allowing them 
to file for an exemption if 
they have Low lax liability ac- 
tually adds to the confu&ton. 
&& Peat, Marwick r Mitchell & 
Company, the accounting 
firm, notes: ''Exemption 
forms will have to be filed and 
updated when requirrf, ftidi- 
viduafe who act as trust- 
ees ... will have to determine 
what exemption forms ne*d 
to be filed and maintain with- 
holding records." 



Verdict: Congressional Veto 
Over Regulators 

Nation's Business readers responding to the ques- 
tion poiu*d in "Where I Stand" in October expressed a 
preference by & margin of almost 3 to 1 for corurressio- 
naJ veto authority over actions of regulatory agencies. 
Readers supported the argument that such agencies 
too often assume greater powers than Congress 
meant to give them mid that unwarranted regulation* 
art? capable of cau&ing serious harm to many business- 
en if the agtmciea are not subject to outside restraint. 

Results of the monthly polls on major public issues 
are brought to the attention of key decision makers in 
the White Houae* Congress and the agencies. 



Argument* Against R«p*al: En eHJiutinif the bwj Con- 
gress farad up to the reality that billions of dollars in 
interest and dividends are not reported on federal income 
tai forms and that recipients of those funds are escaping 
significant lax obligations. Wage earner* are subject to 
withholding up to the full amount of their tax liability tin 

each paycheck, and deduct- 
ing from interest and divi- 
dends at a 1.0 percent level is 
ft reasonable approach to en- 
forcing payment of taxes on 
those sources of income. Re- 
quiring withholding on 
wages but not on micros t 
and dividnnds discrinunates 
against workers. And provi- 
sions have been made in the 
withholding law to exempt 
low-income individuals whose 
deductions would exceed 
their tax liability. That way, 
they will not have badly 
needed income diverted Co 
Washington and then Have to 
recover it via a tax refund 



This Is Where I Stand 

Should Interest; Dividend Tax Withholding Be Repented ? 
TIS □ NO □ 



Mall to: Editor, Nation's Business, 1615 H .Street, N.W., Washington, D.C. 
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LESSONS OF LEADERSHIP 



CEO's Maxim: 
High Visibility 

Edwin Colodny believes in giving 
personal attention to hts airline's 
customers and employes. 

By Grover Heiman 




A a A YOUNGSTER, Edvrin L Colodny 
l <Hivereri tfroceri^. When he was 
in hiph school, he waited on tables at 
Adirondack^ resorts during summer va* 
cations , And he was a short -order cook 
while at Harvard Uivr Schou]. In ^very 
one of those jobs, he learned that cub* 
to men* "appreciate some farm of ntnm- 
tivencsR." An chairman, president and 
chief executive officer of USAir, he's 
still convinced that personal attention is 
important 

"Management must be visible/' he 
says, "and that moans you cannot §it in 
an office and just shuffle papers 
around. You have to be out dealing with 
your personnel and your customers and 
know what* a going on." 

Colodny ia determined thai USA if 
will play second fiddle to no other air- 
line — and yet Colutlny himaelf might 
have wound up playing second fiddle In 
a symphony orchesLru if he had not 
tthtide a sharp turn in his career plans 
while he was still in college. 

A student of the violin since the age 
of K Colodny decided againaL a Career 
in music after three years Lit the East- 
man School of Music at the University 
of Rochester. "It became apparent to 
mo/' he saysg "that I was not going to 
be a violin virtuoso, hut that if I just 
wanted to be one of the pack, I could 
make a living. So 1 look my major in 
govern men t and applied to Harvard 
Law School." 

Harvard accepted him and Colodny 
put his violin it way He. has ant tucked 
the instrument under hi* chin in many 
years, although he does Listen to a 
groat deal of music. 

He listens most, however, to jet air- 
liners, employes, customers— and Die 
cash register. While some of his com- 
petitors fight for survival USAir is 
more than holding it* own. 

Over the year*, USAir has posted 
growth rates that exceed the industry 
average. Today it ranks nevvnth among- 
domestic scheduled airlines in passen- 
gers carried— an estimated 14 million 
this year— and 10th in the world. Sales 
in LUSL amounted to £1.25 hi Hum. and 
profit* reached ioX^ null ion, giving 
USAir the best operating margin 
among domestic atr carriers. 

USAir began in the L930b as All 
American Aviation Company- It ciUTwd 
rso passengers at first. Instead, the air- 
tine flew air mail on a l^MO-mile route 
over treacherous mountains in Pennsyl- 
vania and Weat Virginia. 

The region lacked adequate airports, 
and to reach isolated comniunitie* in 
the hollows, the company developed a 
uniijue air-to-ground method for pick- 
ing up the outgoing mail. 
Plying a Stinson single-engine mouo- 

NATJON S BUSINESS 




Ian*', the AJ] American pilot dropped u 
aMiDed pouch to a local potitmaster. 
Tneoi he lei out a cable with a hook on 
the end. He flew low over the pickup 
point, where the postmaster had hung 
the outgoing mail pouch oft a second 
cable, strung between two poles. The 
pilot, after snagging the cable and the 
pouch with hook, hauled Liu-, pouch 
ntto the airplane ajsd went on to the 
next point on his route. 

AFTER World Wax II, airport con- 
k ntruction accelerated, and by 1949 
many comrn unities served by All Amer- 
ican's pickup system had adequate air- 
fields, That year, All American began 
passenger service, with DC-3s; it 
phased out its aerial-pick- _ 
up mail service a few 
months later. The line 
changed it* name to All 
American Airways in 
1949, to Allegheny Air- 
lines in 1353 and to US Air 
in 1979, 

USAfr'a success, can be _ 
traced in purl to Ed Co- 
lodny teal to provide ser- 
vice, an inheritance from 
his youth in Burlington, 
Vt. , where he was born in 

im 

"My father had a gro- 
cery in the days before 
there were supermar- 
kets," he says, "The 
housewife would give us 
her order and we would 
deliver Heck, we'd even 
deliver an order for just a 
bottle of milk. 

"I started oul very young in the 
store. My first job was to bag potatoes.. 
Then I became a helper on the delivery 
truck, lugging bags of groceries into 
peoples houses. 1 learned at an early 
age that If you want to succeed, ymj 
have to give ftervrce." 

Ed Colodny, who weal to public 
schools, in Burlington, doesn't recall 
any great pressure from the family to 
pursue any particular vocation, even 
though an uncle wbs a prominent law- 
yer, Hiti father's career advice was aim- 
pie: JH I only insist you don't become a 
retail grocer." 

White at Karvard H Colodny was a 
short-order cook at the Midget, a well- 
known Cambridge restaurant, The own- 
er,, he recalls, "always said I was the 
best counterman he'd ever had." 

Colodny never forgets accolades like 
that They reinforce bin instatencc on 
service, "Some of those earlier experi- 
ences rubbed off on me and shaped my 
vfews on what an airline has to do/ 1 he 
says, 



After graduation from Harvard in 
1951, Colodny went into the Army 
Judge Advocate General Corps. He 
served as a first lieutenant at Fort Pick- 
ett, Va. P fimi the Pentagon before being 
released from active duty in 1354, 

Jobs were hard to find in l£!54 r and 
Colodny thought about reluming to 
Burlington, but his first wife was not 
enthusiastic- As a compromise, they de- 
cided to stay in Washington— if Co- 
lodnv could find a job. 

"Through the Harvard Law School 
underground," he says, "1 heard of :-m 
opening an the staff of the Civil Aero- 
nautics Board, It sounded pretty good 
to me because I wasn't on the Harvard 
Law Review and I cfiutdn't just walk in 




Edwin Cokidny, here wHh Cap!. John R. Hindoo, tells all USAIr 
personnel mat "what we sell Is time" — convenient schedoHis, 



an v where and let mv credentials gel me 
a job," 

The doors were not open wide at the 
CAB, either. The division director who 
interviewed Colodny told him bluntly 
that his chances were slim becJkuae he 
had no aviation experience, Colodny of- 
fered the man a deal: a job for six 
months and then, if Colodny eouldll'L 
handle it, he would resign, 

Colodny got the job and kept it As a 
trial counsel, he held public hearings 
when iul airline wanted to start a now 
route, and he recommended action to 
the board 

"I rtftBj liked the job," Gofoduy says. 
"I tike litigation, and I learned some 
things that gave me grvrt confidence— 
I could think on my feel, and I found J 
could hold my own with outside lawyers 
from some of the biggest taw firm* in 
the country." 

However, Colodny .sometimes grew 
weary of the lengthy hearings. "The 
lawyer? dfd all the testifying and the 
expert witnesses did The lawyering. We 
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often developed lengthy records that 
were ignored by the board when a deci- 
sion was made. 11 

It was through n case involving & 
route between Erie, Pa Li and Detroit 
that Ed Colodny first met Leslie 0. 
Barnes, pre^idenL of Allegheny Air- 
tines, then n regional air carrier that 
was vying with three other camera for 
the route, Colodny recommended to the 
board that Allegheny and Mohawk Air 
lined both be given the route authority 
because they served different regions, 
Neither airline was happy, but in 1957 
Barnes invited Colodny to lunch at the 
Wiltard Hotel in Washington. 

Barnes, who had been impressed by 
Colodny"* performance as a CAB law- 
yer, did the talking. The airline busi- 
ness was, growing rapidly, and more 
and more CAB work was going to be 
involved, he said. Allegheny at ihat 
time was using a New York law 
firm, but Barnes felt that 
the airline had grown to 
the point— it was one of 
the two largest regional 
air carriers — that it need- 
ed an in house lawyer. 

Colodny thought about 
Barnes' offer for 24 hours 
and said yea. At the time, 
Colodny's government job 
was paying $8,2300 s year 
Allegheny offered him 
¥10,000. "But money 
wasn't the important 
thing/' he says, "It was 
the opportunity to be in on 
something— r hi- ^omptiny 
was about to submit an 
application to get a feeder 
route lip the Ea.*t Coast from Washing- 
ton to Boston. We got that route in 
I960; it marked the start of Allegheny's 
expansion program." 

At first, Cdodny— Allegheny's one- 
man Eegal department— focused on 
CAB work. It was a few years before 
the company expanded the legal depart* 
menL to handle Kome of Allegheny's 
other legal work. Colodny s responsibil- 
ities bJso expanded; he was put in 
charge of public affairs and economic 
analyst as we!) as legal matters. 

COLODNY can't recall the exact year t 
hut in 1962 or he joined 

Barnes for cocktails at the rooftop 
lounge of the Washington Hotel. In the 
course of a general conversation ahoul 
the future of the airline, Barnes asked 
Colodny if he hud any interest in a ca^ 
reer outside the [aw. They discussed 
the subject for an hour or so, and then 
5'i'Mny colli his hat* ihiii he would hf 
interested if an opportunity presented 
itself. After that, the subject lay dor- 
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rnant far yean*; but in lOfiS, when Barnes 
reorganized top management, Colodny 
was named executive vice president for 
both law and marketing swircs 

The latter involved all ground aetivi^ 
ty. flight attendants ami in-flight food 
aervirp. i.Y'lodrjv was back in the ser- 
vice bufmipss, and *ntrepreneurial 
instincts surfaced quickly* He had the 
flight attendants' uniforms rede- 
signed — Allegheny's stew i . • 
came the first to he outfitted in hoi 
pants, wearing them for two yearn in 
the early 70s. 

"Our biggest problem was making 
sure we had courteous 
flight altendMte," he 
says. 'Than, you weren't 
Competing on price un- 
manly, you were compet- 
ing on service, ground 
handling and schedules- to 
get the customer In and 
out on time/' 

Colodny saw a lot of the 
people under his direction 
in the next few years. "I 
spent ;i lot of Urne con- 
ducting station meetings 
with personnel/' he says. 
"I still do, but it's getting 
mure difficult because we 
have many more mutes 
and ft tops." 

Many a USAir employe 
has reached his attentive 
ear. While flying between 
stops, Colodny u too busy 
listening to passengers 
and drew to tackle paper 
work. 

He not oniy listens, he marches along 
with the probing- eye of an inspector 
general. A spot on the carpet, a chipped 
counter— these are Ihe kinds of things 
a station chief hears about in a memo. 

Colodny al*c has an eye on the clock, 
'in the 1970ft h " he says, "we learned 
that departure and arrival times were 
still the most important aspect of our 
product. What we sell is time. Much of 
our market is less interested in glamor 
and more interested in proper sched- 
ules at reasonable prices with down-to- 
earth service" 

AIJJ&HENY began converting its pro- 
i peller-driven aircraft to jeta in 
1965. It merged with Lake Central Air- 
line* in imt and with Mohawk in 19T£ 
Three years after that, Lea Barnes left 
r 1 1 become chairman of Ryder Systems, 
and there were four contenders for the 
presidency— a financial vice preside nt. 
two operational types and Ed Colodny, 
Traditionally, the heads of airlines 
had come up through operation!, but in 
this case the choice was Cotodny, the 
legal and marketing expert, who was 
tapped for president and CEO. When 
Henry Satterwhite retired as chairman 
hi H&S, the board named Cotodny to 
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that job, too, By the end of Colodny^ 
third year as president and CEO, Alle- 
gheny had become all-jet and had ex- 
tended its system to Texas and Florida. 
A year later, the route system was ex- 
tended to Alabama, Arizona, Louisiana 
and North Carolina, 

It was time to shed the JocaJ-service 
image, and on Oct. 2S, ItiTS), Allegheny 
was renamed L'SAir. 

Today USAir has nearly 100 jets and 
11,000 employes. Headquartered in 
Washington, it operates in 2B states 
and also serves Toronto and Montreal. 

But there was a time when Ed Co* 




Kn-JJIgM service la Ed Colodnya specialty, as Flight Attendant 
Pit Guytoo know* Cotodny talk? many employes on hie 
trips around USAJr's growing route syatem. 



kidny thought his airline was imperiled. 
That was in 197B, when the industry 
was deregulated. Colodny w*& not 
against deregulation as such, hut he 
feared that without some protection, 
smaller airlines like USAir would have 
a hard time against the big curriers* 

"I thought Congress should pass a 
bill that took into account the disparity 
in aifce/' he say a 'For example, by giv- 
ing smaller carriers a priority in achiev- 
ing route expansion over the larger 
camera for some period of time. M 

Ed Colodny recalls that battle on 
Capitol Hill with a shake of his head, 
"What we had not fully recognized then 
was that we had more pluses than snnm? 
of the large carriers, M he says, "They 
had locked into longer- haul routes with 
higher density requirements, particu- 
larly for the wide-bodied jets. They 
didn't have the right equipment to 
serve th* shorter-haul market. Our 
smaller jeta had more expansion capa- 
bility and gave us flexibility, 

,r We were able to get better utiliza- 
tion out of our assets and improve the 
earnings picture to a much greater de- 
gree than th* larger carrier fleets. That 
explains why, since deregulation, small- 
er airlines have done relatively well fad 
comparison with the bigger camera.*' 



The lifting of more than 40 years of 
regulatory controls from the airline in- 
dustry in 1978 forced management to 
adopt a new mentality, observes Co- 
lodny, a member of the board of direc- 
tors of the U.S. Chamber of Commerce, 
"Wu riow havi? to makr divisions in 
minutes, 1 ' he says. ,J not months or 
years, and without going through the 
Civil Aeronautics- Hoard, much leas 
through sets of economists, lawyers 
and legal briefs." 

Ed Colodny's long-term program for 
USAir is simple and concise — for the 
airline to continue to do what it does 
best and make a profit. 
Hia personal long-term 
plana are not as well de- 
fined, except, that when 
the time comes to leave 
USAir, he wants to move 
to a different career rath- 
er than retire, He note* 
that he has two sons- 
Mark, 15, and David, — 
to educate. (He also haa a 
2B-year-old daughter from 
his first marriage, which 
ended in divorce in I960. J 
His second wife, Nancy, 
whom he married in 1965, 
was a systems engineer 
for IBM She now has an- 
other career going, as a 
computer etmsmltant. 

These days, Ed Colodny 
finds himself with three 
fishing fanatics on his 
hands when the weather 
is good on the Chesapeake 
Bay. Nol a fisherman himself. Colodny 
skippers his 24-foot cuddy-cabin Sea 
Ray for hie wife and sons in search of 
stripera and blues. His other sport is 
golf, and he plays at Burning Tree 
Country Club near his home in Chevy 
Chare, Md.; but full weekends at the 
helm of his boat keep his handicap hov- 
ering around 24. 

Before Fid Colodny thinks about a 
new career, or more time on the golf 
course* he wants to make sure his com- 
fjHny weathers ihe storms brought on 
by deregulation. J! What is happening 
today in our industry is that the new 
entrants are giving it away/' he says. 
"I have nothing against competition or 
new entrants. But I do have a bone to 
p]ck with those who want to give the 
new entrants, credit for something they 
don't deserve. Any fool can cut the 
price of his product and give it away. It 
take* no genius, htil th^f? M;inu i folk* 
stimulated by deregulation have won a 
lot of favor in some communities be- 
cause they rut the price. What those 
communities don't realize is that when 
you give here, you've got to make it up 
there." □ 



Tn tirtlrr reprints ufthis 
tirticle, jwt* pafiv 77. 
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Is There 

SOCIAL SECURITY 
in Your Future? 

Our beleaguered Social Scciirih program is North infi- 
ll nd can be saved if (lie proper viiurse of m-lion is followed. V iicvt 
15 minute slide/ cassette presentation from the VJS. ( Number gi\es 
enlightening details* 

The problem* besciting Social Security today me a major content for Amer- 
icans of all ages. 

IVopJe whn ;i rc cuirenik reared luar they miphl h»s>v ^mic r*r all of the 
benefits they've come to depend on. 

Those dose lo retirement age wonder jf she system will be able to provide 
full benefits when they retire. 

And other working Americans « feeling the bite of higher and higher Social 
Security taxes, question whether the system will even be around to benefit them 
in i he future, 

mf h 77tfrt? Social Security in Your Future?'* presents a workable plan for 
the preservation of Social Security— a plan designed lo keep ihc pm^nun mind 
without depriving; any American of the benefits he Or she 1a entitled to. 

An enlightening program ror employed rti trees,, organization members* 
students, and others, "fy There Savfai Security in Your Fuiurt?" illustrates; 

■ Lhe origin and intended purpose of Social Security 

• the politic id and social factors that led the program into lis present troubled 
siate 

• three workable, productive stiluUnns Lo ihc sysieitfs problems, 
The emmt presentation consists of 75 cohtf 35mm slides cued eas 

ttc soundtrack, and printed script booklet, for 537.50, Order today! 





Is there SOCIAL SECURITY in V«ur Future? 



Ctiniplrtr 'a* l include* IS Crtlut .1.1 mm fijtdv*. lUclJ condl? wuFkhruck, 
anil printed *cnpi, MjlJWi Code #ti596. 

[Qtmmtty) -.litfc ft* #fr59A (g tffijti (jflt-n 
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The Breeder's 
Birth Pains 



The Clinch River reactor, advocated 
as crucial to our energy future, 
faces an uncertain future itself. 



AS THE 1970* opener! , enerffy plan- 
i ners worried about how to meet 
projected demands fur 7 percent more 
electricity every year to supply an ex- 
panding U.S. economy, 

Nuclear power was one of the major 
sources considered, hut there was a 
crucial drawback. Construction of tar^e 
numbers of conventional nuclear gener- 
ating atationa could cause eventual 
ahortatfes of uranium, the bsuiic fuel for 
Such plants. Engineers offered a M&t- 
turn that, to the uninitiated, seemed at 
most too good to be true: the breeder 
reactor; which would create more nucle- 
ar fuel than it used as it produced 
steam to driro electric generators. 

In UffSS Congress authorized con- 
struction of the first U.S. demonstra- 
tion breeder reactor, as part of the 
Tennessee Valley Authority complex, 
and designated a site on the- Clinch Riv- 
er in TenneHsee, The cost wan estimat- 
ed al $400 million. 

Progrefiit has been alow, but site 
preparation at last a* under way. Con- 
a miction is expected to begin next 
spring. 

However, it may not Since construc- 
tion was uuthtiri&edi there have h*en 



By Tony Velocci 



major ehan^en in the basic assumptions 
underlying the project. The estimated 
cost has soared. And estimated demand 
For electricity luet fallen. 

Appropriation*! to keep the project 
goin[f have been approved by increas- 
ingly narrow marline. Last year, for 
example, it survived by only tw T o votes 
in the Senate. A drive to kill the project 
now centers on the Reagan administra- 
tion's request for $228 million in operat- 
ing funds, A crucial vote is expected 
either in Congress' lame-duck session 
or early next year. 

Pre a idant Reagan, whose support 
represents the projects best prospect 
for aurvivat, say*, "The demonstration 
of breeder-reactor technology* fricJonV 
completion of the flinch River 
breeder reactor, is essentia] to ensure 
our preparedness for the longer-term 
nuclear power needs." 

But the critics arc out in force. Sen- 
Gordon Humphrey {R-N.H.K a strong 
nuclear advocate who is leading the 
fiffhL against the project amnnjr Repub- 
lican senators, assorts that it "lb the 
biggest waste of taxpayers' dollars 
c/ver conceived. The only thing keeping 
it tfoing is its own momentum. 0 




Both sides in the dispute agree on the 
importance of the lftftft appropriating. 
"If funding is cut off now. it will onJy 
be a few months before we are out of 
business," says Raymond Copeland, as- 
sistant general manager of the Breeder 
Senator Corporation, a partner in the 
development of Clinch River, which wati 
conceived as a joint effort between the 
government nnd private industry. The 
Department of Energy manages the 
project, and 7M ILfl. electric utilities, 
representing about 80 percent of do- 
mestic generating capacity, have 
pledged $257 million toward it. 

Once completed— the target date is 
1989— the afiO-megawatt Clinch River 
df-ma nitration reactor would provide 
operating experience to validate engi- 
neering designs. The facility would gen- 
erate enough power for a city of 
ZOtyiXKi. The reactor would produce, rjr 
breed, plutonium as a by-product — 
hence the name breeder." Me v clop 
ment of breeders is a high priority in 
five other countries. France leads the 
wortd in breeder technology. 

EVEN THOUGH THE ENERGY form at 
the center of the Clinch Riwr tem- 
pest is nuclear , the project is being at- 
tacked not for that reason, but on 
economic grounds. Growth in electricity 
demand through 2000 is now estimated 
at 3 percent a year, less than half the 
planning figure of a decade ago. Plans 
for construction of more than SO con- 
ventional reactors have been canceled, 
and there is an oversupply of uranium. 
And the estimated cost of the Clinch 
River breeder reactor ranges from 
billion to $10.1 billion, depending on 
whose figures are used. 

The $3.6 billion figure is a recent one 
from the Department of Energy, which 
says it covers design, construction and 
equipment for the plant, plus the net 
expense of operating the plant for a 
five-year demonstration period, A re- 
cent Hi. ili:^ < i < rv:,. subcommittee anal- 
ysis conclude* that the department's 
estimate could he billion too low, 
and the General Accounting Office 
thinks the subcommittee is roughly cor- 
rect. 

tf^i Richard Ottinger tD-N.Yj. the 
Bubcommtttce's chairman, points to 
Omissions in the department's analysis. 

Like Ih* atomic power plants already 
operating, tha Clinch Rlvar breeder would 
its* haal from fission I© make ataam which, 
in turn, would drive a turbine to ganaral* 
electricity. The fission process In the 
br&eder, howsvpr, mould ralaaaa two or 
thra* mora- naulrons than fission 
normally produces. Goe would keep the 
chain reaction going- ih* others wp-utd ha 
hsrne&ved 10 turn uranium into plutonium 
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Most major components lor Ihe Clinch River breeder, like this resclor core untf&rtjaing tests, 
have either been tabhcaled or nre on order. Conduction of the plan! ItftelP is iuppOttad to 
begin nexl spring, birf it may not- Opponents wwnt to kit! Itfe project by cutting off til funding. 



Not included, he tfcff, sire support ac- 
Li v flies sueh as waste rnana^mrNt ;mt.\ 
fuel reprocessing. Also Joft out: Hit 1 
cost of the interest ih-e federal govern- 
ment pays on money borrower] to fi- 
nance the facility, 

OOTtoNtiNTS a? TWE project have as- 
sembled ii n unusual coalition that 
includes conservatives liberals, envi- 
ronmentalists and scientist* who sup- 
port nuclear power hut tint the hrvede r 
reactor. Their chnruH of criticism starts 
with the project's cost and goes on from 
there, 

They emphasize that the growth nf 
electricity consumption had filack- 
vned— in the par?! twu years eltictriciry 
use in America lias been virtually 1 1 r b 
changed. And, they note H overall ener- 
gy cons li nipt inn has been falling. So, 
they aay, breeder technology won't be 
needed or commercially viable for de- 
cades— ftO years, ncniie predict. 

OpjHUuintA nlm argue that the Clinch 
Kiver reactor design i ne vitality is nut- 
dated because it was conceived more 
than a decade a±ro. And, they .-,ay, if ihe 
plant is completed, the- danger of prolif- 
erinum of nuclear weapons will in- 
crease because of the plant's creation 
of plwumuni, a prime atomic weapons 
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ingredient. When President Carter was 
in the White Hoiine, he tried to stop the 
project, basically fur tbis reason, 

Critics' alternative so breeder reac- 
tors b to improve the efficiency of con- 
ventional light water reactors, which 
now supply about 12 percent of TVS. 
electricity needs. These plants convert 
onjy about 1 percent of the energy con- 
fined in uranium into useful power. 
Breeders are riO -itin-s more efficient. 

Supporters of the project include the 
American Association nf Engineering 
Societies, the U.S. Chamber of Com- 
merce the AFL-CtO, the National As- 
sociation for the Advancement of 
Colored People and Americans for En- 
ergy Independence. Here ifi bow they 
respond to major criticisms: 

Need. The U.S. ifl far from being out 
of the energy wood*. Experts predict a 
dramatic shift *n the* nation s energy 
mix by the turn of the century, with 
electricity use more- than 70 percent 
above 19«fl level*. Both the National 
Academy of Sciences and the General 
Accounting Office have reconirn ended 
that the LIS, continue development of 
the breeder reactor so it will be com- 
mercially uvuiluhk' in the SIM runtury. 
Like fossil facts, uranium k a limited 
resource and suppliera. though abun- 



dant, will eventually be de- 
pleted. The breeder would ex- 
tend thi& resource for 
hundreds of years. 

Cost. Proponents say that 
a first-of-a-kind demons tra- 
tion of any advanced technol- 
ogy in inherently expensive. 
Inflation and government 
niiLM'Uied safety standards, 
more stringent than original- 
ly contemplated, are respon- 
sible for much of the increase 
in the project's cast, says As- 
sistant Energy Secretary 
Shelby T. Brewer. In addi- 
tion, he says, efforts during 
the Carter administration to 
kit I the program set the 
schedule back six ye&rs-p add 
ing an estimated SWH> million 
to the total price tag. 

Technology, Cetting any 
piece of sophisticated ma- 
chinery" from the conceptual 
stage into service is a rnulti 
year undertaking, say propo- 
nents so they concede that 
part of the final produci If 
bound to be dated. That is 
wh>\ they add> tie Clinch 
River project ha* been up- 
graded continually to reflect 
current technology, including 
the most modern safety 
equipment 
Pro life rati on, That risk 
has existed ever since the first commer- 
cial nuclear power plant went into oper- 
ation 25 years ago, Although the risk 
increases- with each new plant that 
on line, Brewer says thai Ui- Kuwm- 
meat and the nuclear industry are con- 
stantly striving to improve the security 
df facilities and nuclear material to 
thwart any illegal diversion for weap- 
ons production. 

Cancellation of the project would 
likely discourage joint utility govern- 
ment cooperation in major future ener- 
gy projects and diaper fte a highly 
trained technical team and man u fact ur 
ing base that took several decades to 
lAwnibte, say energy authnriu'es. 

"You can't shelve an iJinleruking of 
th iy magnitude and in another 10 or 2fi 
years expeet to pick up where you left 
off/' say» John Kearney . senior vice 
preside nl of Kdison Electric Ir^titute. 

GAO can tiling that terminating chr 
breeder reactor progrum would imply 
" willingness to possibly foreclose on 
the long-term future of a major energy 
option— nuclear fission " 

Advocates of both is ides of the breed- 
er issue predict that their respective 
farces will prevail the next time the 
Clinch River project come* up for a 
vole «n Congrea*. □ 



Oklahoma Shining Bright 
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Indian Territory 

to America's 
Industrial Diamond 
in just 75 years 



More (hah 600 manufacturing plants chose Oklahoma the past 10 years. They tike 
Oklahoma's plentiful energy supplies and low energy costs, our pleasant climate 
and central location, low land costs and the nation s outstanding vo-tech system - 
33 schools and five skill centers training capable workers lor specific jobs in your 
industry. 



The Profitable 
Place To Be 



write In conlldence to: 
Director* Industrial Division, Oklahoma Depart men t of 
Economic Development, Suite 214* P.O. Box 53424, 
Slate Capitol Station, Oklahoma City, OK 73152. 
IPt-ona 405 521 24011 



HOW TO GROW 
MICROCHIPS. 





onhdence 
in your product. And in your 
knowledge of the marketplace. And 
you subscribe to a money management 
and investment strategy designed to help 
you make the most of the opportunities 
you know lie ahead. A combination of 
financial expertise, technological capa- 
bilities and financial resources thai only 
Maryland National Bank can provide. 

Software developer, alloy producer, 
engineering consulting firm. , . a growth 
company must be associated with a 
growth bank. A bank sensitive to the 
needs of aggressive firms in highly com- 
petitive markets. 

As the largest bank in Maryland, 
DC. and Virginia, Maryland National 
has the region's most progressive f j. 
package of business services. We ^J^y 
will undertake a comprefien- 
sive cash management audit of 
your firm to help identify both problem 
areas and areas that could potentially 
generate capital. Then, working closely 
* h your financial people, we will design 



'cash management systems flexible 
and far-reaching enough to expand 
right along with your company 
Systems that will improve cash flow. 
Speed collections. Find new investment 
vehicles for previously idle funds. 
And increase the efficiency of funds 
disbursement 
Maryland National's size and strength 
allow us to offer a wide range of invest- 
ment options, leasing plans and commer- 
cial loan and credit services. 

We'll work with you to design a blue- 
print for your growth. We'll make it work 
by utilizing the most sophisticated 
information systems available to our 
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industry. And by servicing your 
account with a staff of financial 
* vvw professionals who have the 
knowledge and authority to make our 
technological and financial resources 
available quickly as your needs arise. 

Come in or call t he Maryland 
National office nearest you. 

You'll be amazed by the amount of 
information stored inside. 



HOW TO SCORE A 
DIRECT HIT ON 
A MILITARY TARGET. 




Because, aiwn 
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markut. Mf Us Military Netwo? 
pifer a sunple solutsoa: 

Special editions d prestigious 

targeted txt t no people of the Armed 
Fortes. u££i !ii£ix (timilies 

[/. lq : rj *s 1 1 ke Tina** Lftd ifiii '" 



And because M>1! mikes it p 
Bible to buy networks ot raagqzim 
your ad will recede a, frequency 





ol uxpctiurss Lhcti cctn't h& (31- 
tamed in any single publication. 

You 11 cxIk3 reach more p*so- 
pta than with cmv^la^jMba. 

aiietbem of over 27Q,000-in ad. 
icn to a vary high paas-aiong 
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able 



FbiarDid, Base, Lover Bto»., and 
Seagram?, ilrocidly <jmploy MNI 
to command the citt«ntk3n'o[ 
the Miiuary murke! li y*:.u wish 
to secure the same objective, 
call Belty Fotey ai (212) 661 4800 
or, trom outside New 
York Siafe(0OQ)223 5611 1 



HOW LONG DO YOU 
THINK IT WILLTAKE 
US TO TEACH TOO 
FRENCH? 



How long do you want it to take? 
It's up to you. 

At Berlitz, we put the fastest, the 
easiest and the most effective way 
to learn a language right on the 
tip of your tongue. 

Thanks to our simple, conversa- 
tional approach, you can learn 
French, German, Spanish or 
any other language the way you 
learned English. By hearing it and 
speaking it. 

Our highly trained instructors 
speak only in the language you're 
learning. So you learn to commu- 
nicate accurately and fluently. 

And at Berlitz, the accent is on 
individual needs. For instance, if 
you need to learn a language fast, 
we can help you with our exclusive 
Total Immersion 11 * program. So in 

NO ONE UN TEACH YOU ANOTHER LANGUAGE 
FASTER AND BETTER THAN BERLITZ. 

Baltimore (301) 752-0767 D,C Jenifer Mall (202) 966-8006 
Fails Church (703) 534-Q10D 17th Street (202) 33M1B0 



as little brne as possible, you can 
attend business or social affairs 
with a comfortable command of 
the new language. 

You'll find that learning another 
country's language the Berlitz 
way is the next best thing to being 
born there. 

I Tb find out what program is besl 1 
1 for you, send in this coupon. Or j 
! call your nearest Berlitz school 
| or BOO -257-9449. 

The Berlitz School of Languages , 
1 1050 17th Street RW 
[Washington, D,C. 20036 I 
i I 

[ Name j 

i Address^ \ 

(City State Zip_ I 
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SKI STOP 



Introducing- Westerns Ski Stop. 
A iree one-day ski vacation for 
Western Airlines passengers fly* 
mg ihrough Salt Lake City on 
Thursday or Friday, 

Take a Ski Stop and enjoy all 
thjs for a day, iree: 

* A cne-d&y lilt ticket at Fhr k City , 
Utah s largest ski area. Home o f 
the U.S. Sh Team. 

* Standard car from American In- 
tenia honal Ren t-A-Car with un- 
limited mileage. 

* Milton accommodations at the 
SalFZake City Milton. Milton 
Inn or Airport Hilton, tsingie oo 
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MOUNTAIN TOURS 



cupancy on day ol Arrival tartly). 
• Tbp^i-the-Hne skis, boots, And 
poles from Fro-Select Perfor - 
mance Ski R&niaJ . 

7b f ate a Ski Stop, just By from 
any of these areas; 

Tbxas, New York 
Washington, D.C, Baltimore, 
Minneapolis/ St. Paul. 
Kansas City Chicago 
Houndtrip to: 
California, Oregon, 
Washington, Alaska 



Plus, if you decide theskungs 
too good to leave alter one day 
fudging and tentoi Kirrttt:anruf.:nte 



can easily be extended at reas- 
onable rates, 

Contact Western Airlines or 
your Travel Agent and ask for 
Western's roundtnp Ski Stop 
fare, Tlien call Mountain Thurs, 
800*453-4522, to arrange your 
free Ski Stop package. Ski Stop 
fares available December l r 
I982 r through April L 1983. 
Good ior Thursday and Friday 
night Salt Lake City arrivals 
only Package items &re limited 
and subject to availability At 
time of booking, so call Western 
or your JhtveJ Agent today. 



Western Airlines 



Westerns Ski Stop, Offered exclusively by Hilton Hotels, American International Peni- 
A -Car, Park City Ski Area, Pr&'Sclect Performance Ski Rental and Mountain Ihurs- 



Take the NCR FirstStep toward 
a total WorkSaver r — 
solution in your office. 





I 




As the newest member of the extensive NCR 
WorkSaver line of information processing systems. 
FirsiSiep has all the capabilities to make your 
organization as oroducfcve as possible It can 
r r ■ :?^(? 4 iice automation needs of 
users in all areas o1 youi busrnesie 

For example, it can be a cosi elective "Nrsi step" 
into word processing. II 1$ priced !o serve as a 
replacement system for memory-based typewriters 
FirstStep can also be available to you for oer&onal 
computing 

FirstStep is designed to Function m an environment 
with other WorhSaver products atso While more 
extensive projects can be done on WorkSaver, 
Firsts wp is an invaluable tool tor typists, managers, 
and professionals. 

Perhaps best of all. FirstSsep's oommunicalioris 
capabilities allow is to transfer files toother 




WorfcSavar models, to access pubic data bases, 
or to access a mainframe 

The FiralStep can also perform as a management 
workstation It features MULTIPLAN 1M V the financial 
spreadsheet for everything from simpie addition to 
complex modeling situations, Wrth Ibe CP/M 2.2™" 
operating system, numerous pre-packaged software 
programs can be run on FirstStep. 

FirsStop ts another example ot how NCR pfovidea 
business with what it needs for ine speedy process 
mpni mlarma^on And NCP r a network o! field 
engineers to support FirsiSlep, 

To receives free brochure on how RtstStep and 
other WorkSaver systems can provide the total 
solid ion to your organization^ informal ion pro^ 
cessi ng needs, c£l3 Iblf free , ^W%i 
1-800 543 ai30(mOhio r 1 
i -800-762-651 7). iSTT 1 — 
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The Complete Ones 





The 1983 

Chr ysl er New Yorker Fifth Ave nue ™* s|ee *. tontempor 

— : — — earri« on the oiitinquFihe 

complete with 43 luxury features *xcdient&*ndiu*ur?inat 

standard- is the best lu xu r y c a r The n-?w **** nm* 

■ A • a *7t-*r -1 Mi ixury feature* standa 

value in America. *i£„*o/ P^ ieng ^R^ 



The sleek, contemporary sized New Yorker Fifth Avenu*' 
carries on the distinguished Chr ysler traditions of engineer^ 
excellence and iuxur y in abundance 

Luxury Abound s 
The New Yorker Fifth Avenue i* completely equipped wii* 1 

luxury hsilurt-s ■.r.-mrt ird fi!J Hi Molh A Vinyl Sfvir-. Wi'h 

Pj^sengor Rechner * Air Conditioning * Automatic Transmission 




The 1983 
Chrysler Cordoba - complete with 
21 luxury features- is a better 
f personal luxury car value 
at $91845' than Buick Resal or 
Oldsmobile Cutlass Supreme. 



Here is the personal luxury car for the connoisseur-— the 
Ch r ysl er Cordoba Ch r ysl er h as given it th e soph i st icated design 
and gracious road manners a fine car should possess, and 
equipped it completely 

luxury Surrounds You 

This Cordoba is completely equipped with 1\ luxury fea- 
ture!: 60/40 Cloth & Vinyl Seats with Passenger Recline* 



FT 



* Power Steering * Power Front Disc Brakes »WSW Steel Belted 
Radial* * Premium Wheel Covers ■ Efextrcsnic D*gitat Clock 

* Speciaf Sound fnsufat ion * Front Torsion Bar Suspension System 

* Rear Wrndow Defogger * Halogen Headlamps * Dual Remote 
Mirrors* Premium Plush Pile Carpeting • Trunk Dress Up * Trip 
Odom ete r * Wa m i ng fii 1 n ter i or Lig ht Patka g es ■ Padded Can d au 
Vinyl Roof * and 2 5 additional luxury features. 



5 yea**/ 50.000 NlHe* Protection 

One more feaiure is standard at no charge: Protection. 
Your e.ngine T drive train and transmission are protected for S 
yearV 50.000 m<J«s, and the enure outer body ts protect &d 
against rust-through for the same period " ' See your dealer for 
details. With such protection thi* %mm fi5l Eta 

if, indeed. The Complete One, Zfl-:.*. IQlEBr... 




■ Automatic Transmission ■ Power Front Disc Brakes ■ Dual 
Remote Mirrors * Glass Belted Radial? * Halogen Headlamps 
fc Electronic Digital Clock * Leather Wrapped Steering Wheel 

■ Padded Landau Vinyl Roof • and 12 additional luxury feature*. 

5 y«Ar*/50,00>0 Mile* Protection 
To make your driving pleasure complete, Chrysler protects 
your investment at no charge. Your engine, drive train and 



transmission are protected for S years/ 50,000 [ 

miles, and the entire outer body is protected 
against rust through for the same period.^ See \7Mfi£T 
your dealerfor detailv *nd come to Cordoba for Ti 
complete luxury. -t jl ^ ftGSl 1 

wotu uNu R wMt Z4^ jSjSi- |Chrysler 

We've re engineered the American luxury car 

Tm Niwrnir™fRrnRMiH4Tit*j^jMn, iNUNHAf olb Hr Ths BfST 



Give this ad 
to your secretary 



800-228-2121 



! DUNFEY HOTELS 
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BOSTON 

Parker HojM? 
ATLANTA 
Dvinfev AiiuiniA 

Bikmoit PlsiFii 



NEW YORK 

BcrluhJrr Fire 
N Y Ststtet 

Dunfcv Dultu 
WASH1NGT0K DX. 

#"4 



CHICAGO 

SAN MATEO 

Dunfo San Maiw 
LONDON 
ftrk Uriff 
LitfhW Tara 



NEW ORLEANS 

Royal Orham 
MINNEAPOLIS 

Marquette 
PAWS 

Hi tttl QimfTHidkirc 



1 I 

.1 L 



_p 1 
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i r y 



And tell \\wit secretary to place ir in the RohdesMJnder "IT For Punfey Hotek 
And tin; next rime business calls you t mr i d'u twi i, haw yt mr stxrrmry call [Xinfey's 

toll-free r^rvciri. m number. And risk for tin Anwrtttin Expns^Gml Assured 

Rescrviirk>r»* Because with mi Assured Resen-arion, yowYe assured of a hotel mom. 

Kv L i i sf w hi .litivv 1 1 r yi >ur Dtmley hi hits lute. Fk-\;n,i-<e il for snme unforeseen reason 

yt mr Dunfey Hotel disesn't have a nxjm, they 'II pay fur yvjur room at a comparable 

hiKt-L Transportation there. And a phune mil. 

It your travel plans should chanye. just he sure to call vviur Dunfry 

Hotel before 6 p< m- And be sure ltd request and retain 

your cancel Iati< in number in case you 

are accidentally hilled* 

S n the next time you gs i < ujr 1 i u wn p 

make sure there's a j£re*it mom waiting 

for yiHj ar any t me of the Duntty f l« ireLs 

utfiST roCL^ist And yive 'hi-, .id ro y. mr 

secretory. With a pair J scissors. 

Don't Leave ho me without it* 
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$£>4's Careful Captain 



WHEN HE WAS pushing 
through the receiving 
line at a reception this faU 
a new professor at 
Emory University in Atlanta, 
S. Truetl Cathy was pleased 
to hear the professor say 
how much he enjoyed the 
special taste uf the ducken 
*andwiehss at Cathy's Chick- 
fil-A fast-food restaurants. 
Cathy was so pleased that 
sent the professor, former 
President Jimmy Carter, & 
personal n-:,.j. n.hH-. 

% tic with a pattern of "Cs" 
on tL Each "C" is a replica of 
Cathy's company logo, a 
whimsje&l version of a chick- 
en's hen-d. 

The logo is seen on signs 
above 255 outlets in tfO 
JfiUtea. Cathy has been adoV 
tog about 20 outlets a year; 
sales have been doubling every two 
years or so t and they reached $10! mil- 
lion in ISJfll. Last May on the edge of 
Atlanta, he presided over the opening 
of hts new corporate headquarters — a 
five-atory building, with gla&«ed-m cle- 
v a tors and indoor balconies Lhal over- 
look an BU-foot atrium lobby, on 75 
acres of woods and stream*. 

Cathy, 61, began his business career 
at age H in Eaton too, Ga., buying six 
soft drinks for 25 cents and selling 
them for a nickel apiece. The five-cent 
profit was needed at home, where his 
mother took in boarders for chicken 
meals. His father ".ometimfta made only 
50 eente a day collating weekly Lnaur- 
anee paymentfl. 

A few years later. Cathy sold maga- 
zines and newspapers to cover the inci- 
dental costs of a public high school 
education- 
After World War II military service 1 
Cathy pooled hia resources with one of 
hih fcjn.Ji.hers, Ben (who later died in m 
airplane crashj. They opened the Dwarf 
Hoa&e r a tiny coffee shop, and they 
kepi it open 24 hours* a day— but only 
six days a week. Cathy is a devout Bap- 
tist who teaches Sunday school. Today 
he does not a] low any Chkk-fil A outlet 
to remain open on Sunday for any rea- 
aon< 

Around 1SM», after tinkering wrth 
seasoning formulas, Cathy developed a 
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S. Truttl Cathy, wuring on* of his special "C" tfsa, stands 
before a ramadalsfl varaion Of th# original Dwarl House in 
H ape v rile. Ga., wher* hJs fast food ernpi™ started eul small 



highly marketable fast-food chicken 
sandwich — a pressure- fried bonelefiS 
rhirkeu hr+.'ast, s^-rv.-.J on a buttered 
hun. The sandwich is prepared in four 
minutes, fried in peanut oil (Former 
peanut farmer Jimmy Carter wa* espe- 
cially pleased to hear about the peanut 
oil when he spoke with Cathy at the 
Emory reception.) 

Cathy began serving the sandwiches 
in the Dwarf House, and he frnnehiaed 
the process to some other restaurants, 
but he was not satisfied with his Iran- 
chiseee 1 results. 

So he hired James US. Collins, a food 
service consultant, in 1SMS8 and tegun 
opening his own stores und+T the Chkk- 
m A name. Collins, who is executive 
vice president of Chifik-fil-A, Lnr,. U> 
day, designed the kitchen and serving 
facilities that are standard in all the 
stores. Cathy has almost a mystic af fin- 
it.y for the loiter C, a ad chore are those 
who joke that If Collins' name had be- 
gun with another letter, the two men 
would not have teamed up. 

THE niuST Chick-fil-A unit opened as 
J, a hole in the wall," as Cathy de- 
scribes it, in an Atlanta shopping cen- 
ter. All &&4 that have opened since are 
located in major shopping centers, 
which is part of the Cathy -Coll ins for^ 
inula for success, They go into shop- 
ping centers only after careful traffic 

11182 
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and Suleri-volume studies As 
a result, Chick- fil-A has nev- 
er had to ahut down a store 
because of poor sales — ft re- 
markable record. 

Through careful budget- 
ing, the first 17 riloreft were 
opened without any outside 
financings and the chain has 
remained a wholly-owned 
family enterprise. Cathy's 
company designs and build* 
each store and retains full 
ownership. 

Llach franchise operator it 
carefully screened and, once 
approved, puts up £5,000 — 
the only cash requirement. 
Operators are allowed lo run 
only one ator« apiece, and 
they must put in a minimum 
of 40 hours a week at the* 
store themselves. 

Sale* run about £500,000 
at each store, Htt'oniing to 
figures, and net profits are 
split 50-50 between the operator and the 
company. Operators' profits will aver- 
age £3u<000 this year, Cathy says. 

"I am confident that if we pick the 
right persons and look at their charac- 
ter closely/' Cathy anys, "management 
schools are not necessary. Its the peo- 
ple who matter. We have only about ^ 
or 3 percent turnover in operators. 0 

a^ATHY HAS SOME unusual ideas 
about how to invest in people. For 
instance, Chick-fil-A of fern 51,000 col- 
lege scholarships to any student who 
has worked for the company at least 
two years and at least ^50 hours a week, 
white maintaining at least a C average 
(there's that magic letter again! in high 
school. Chick-fil-A hna awarded more 
than tTOQ.OoO in those scholarships 
since 1375, and many of the students 
return to the company after college. 

Cathy has tremendous faith in young 
people. He keeps a fleet of 12 trail bikes 
at his farm for the enjoyment of young 
employes and youngsters he teaches in 
Sunday school. 'After a long work day 
I enjoy riding a trail hike, too/' he says. 
"Hitting the breeze for 10 or 15 miles 
a Lire feels great." 

S. Truetl Cathy, it corner as no sur 
prise, has no plans to retire. O 
— Setti Kantor 
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Recession 
In Executive 
Pay Hikes 



The 1 982 managerial salary 
picture could have been worse, 
but it also could have been 
much better. Next year ? 
It doesn't look so good, either. 




Average Executive Increaie* Vs. Chief Executive 

Officer Increases, 197$— To« caivenmciorHSaivY f*n bwuj*») 



Parcsnt 



17.7 
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Source SttMon A Connittny'S *B82 Annua* Wanaqeanonf ComptFurabon Survey 



THK recession has laken its loll on 
ISii! executive paychecks, although 
executive*! as a group have not fared as 
badly as might have been expected. 
However, many executives wilJ tie af- 
fected in 19H3-Am>r* than 2* percent of 
the companies surveyed by Stbson & 
Company have indicated that they ei- 
ther have postponed or plan U* | m>h lj h sa i t' 
management salary increases until the 
middle of the year. 

These are among the findings of die 
annual Sibson study of executive pay, 
which is based in part on a survey of 
I9H2 salary increases [it more than 500 
companies, The companies, from many 
different industries, have sales ranging 
from approximately J 10 million to *□ 
billion, The study also reports on the 
rotary- planning activitieR of more than 
t T 000 firms. 

Managers 1 pay increased less thia 
year than it did last year, the first lime 
that has happened since Never- 
theleM* salaries, for executives row 
10.9 percent in 1982 and total compensa- 
tion (salary plus bonus} increased by 
12.3 percenL 

The J increase ia total compensa- 
tion was IS percent. Sataries increased 
12.3 percent last year T the steepest rise 
since Sihfion & Company began track- 
ing salary increases IB years a^o. 

Most companies tire projecting a 
smaller increase in salary budgets next 
year than in lUH^ Consequently, 1UK3 
salary increases for management 
should average between 7 and 8 percent 
among companies whose profits in 1982 
permit salary increases. 

Iriftntiurs v.- a* ar. double digit levels ill 
the beginning of 19B1, and compensa- 
tion for managers barely kept |jace. 
This year Lhe amuial niCTQttM in (ftp 
consumer price index ts expected to be 
considerably less— 5,5 percent—and 
even though pay increases have de- 
clined^ executive purchasing power 
Khntild grow If inflation continues ta 
decline or remains al low kv^ls. pay 
increases in 1983 should, at the very 
least, allow executives to "remain 
whole" with price rise*, 

Many media reports have painted 
19R2 as one of the worst years for exec- 
utives in recent history, with wide- 
spread pay freezes and salary cutbacks. 
However, these practices were not as 

W. Donald Gouoh w a managing 
principal of Sibsan A Company of 
Prinr.rton, flj.J,, n lettttvty tortftottinff 
firm specializing in compensation 
<md personnel m.anaffemfnt. More 
than J r 000 com partis will iute 
son'a l£tfi annual tixcculive compen- 
sation atwty in planning manage- 
ment pay for LW. 
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prevalent aa the media would have had 
ust believe Only about cm*? fourth of all 
companies froste salaries or p^t-poned 
increases in 1982 — about as many as 
aire planning to do so in 1388. 

Still,, publicity about cuts and Freezes 
ha* had its effects. One executive was 
sudd led recently with the job of art- 
nouiiaii^ reductions in salary increase* 
at his company, and he was surprise 
hy the reaction. "Every nan was pleaded 
they weren't cut further/' he Mid, 

Not all of the significant effects on 
executive compensation iri wert- 
caused by the recession. Congress did 
its pari by ti^htenin^ the Law on Block 
option plana, 

Jri lf^]. with IV enadmenl of the 
Economic Recovery Tan Act, Congress 
stihnu IftCfd ink-rest in stock option 
plans by authorizing incentive stock op- 
tions. The ISGs were extremely favor- 
abte to executives because of the lower 
tax rati:*, on the gaiius receive between 
tiu- Unit; the options were granted and 
the Lime they were sold {a maximum i£0 
percent capital gains rate compared 
with a maximum 50 percent persona] 
income tax rale). Consequently, more 
than 80 percent of all ecrnpameB with 
stock option plans adopted incentive 
stock options in 1982, and 6ft percent 
converted outstanding- options to ISQe. 

This flurry of activity [and the grow- 
ing federal budget deficit) prompted 
Congress tost summer to re-examine 
the 1981 law and enact new rules con 
earning lSOs p before some of the provi- 
sions of the 19ft 1 law had even taken 
effect Now, under the Tax Equity and 
r'iscal Responsibility Act of 1$IS2 S the 
ISO tax rate can vary between 8fl and 
■U'j percent, depending an the magnitude 
of the stock's price growth and the tax- 
payer** other taxable income in the 
year of exercise. 

■ ■ nijm ivruYM stock option plans. 
U bfcentivs .mock options offer no 
tax advantage to the companies provid- 
ing them. Companies cannot take a tax 
deduction on the difference between 
the grant price and the exercise price 
lor LSOb. In the final analysts, a compa- 
ny must measure the tax savin kb that 
individuals receive with ISOs against 
the Lax deduction that the company cart 
receive if it uses another plan. 

Companies have been looking for 
new way* ti. ni'-iiVHte executives dur- 
ing this period uF declining turnings 
and diminishing bonus opportunities, 
and ISOs are one approach. Many com- 
panies have used utock option grants 
and stock compensation in lieu of the 
salary increase* that executive* grew 
accustomed to the past several years. 

Sihson & Company's annual execu- 
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tive compensation study, which in- 
cludes an analysis of the proxy 
statements of the nation's SOO target 
companies, indicate* that there a ctm- 
titmmg increase in the u±h? of long-term 
bonus plans— often called performance 
unita or performance shares— to con> 
plement existing stock option p£ans. Al- 
most GO percent of lurge companies use 
more than one bonus element as pari of 
their long-term incentive program for 
management. A typical program would 
include stock options with stock appre- 
ciation rig:ht* pre* visions, performance 
units or long-term bonus opportunity, 
and either restricted or phantom stack. 

These, plans are designed U> keep 
managers interested and motivated and 
t4> provide rewards baaed on attainment 
of goaih that management can affect 
more directly than it can affect stock 
price increases. Moat comjiamefl have 
lined earning per-share growth over a 
four- or five-year period as the primary 
goal. TMhtTs have used either retum- 
on-*aqui!y or a combination of retunwiij- 
assets and earnings growth as 
performance measurea. Typicaily. goals 
am established relative to peer-group 
performance or are tied to %ml$ iden ti- 
ffed in the strategic plan. 

With the pesaage of tho tax act r 
the trend toward adoption of supple- 
mental retirement plana for selected se- 



nior executives should accelerate The 
1&S2 law Lowers from $1%M25 to 
S%,tKX3 thi* amount that an employe can 
receive annual^ from a defined-benefit 
plan j the ceiling wiil remain at that lev- 
el until J9S(L The supplemental plans 
avoid the ceiiinjr by providing for addi- 
tional payments out of the company's 
current earnings 

Last year £5 percent of the compa- 
nies surveyed provided supplemental 
executive retirement plans. In 1SH#2 the 
figure hatl riaen to 40 percent. Tin? 
prevalence of psach plans appears to in- 
crease with company afae, and near ly tft) 
percent of largt^ diversified ttunpariies 
have implemented aach plans. 

The high number of aequisLtions, 
mergers, company baJikruptcieB and 
layoffs baa caused job security to be- 
come an impormrii factor in determin- 
ing special benefits fnr majia^ement 
Employment contracts, once used prt 
ruanfy for chief executive officers, an 
now being extended well down into 
many executive hierarchies. 

About a third of all companies ami 
approximately half the nation's largest 
corporations grant some form of em 
ployment contract, at [east to Lop ©we- 
ll Uvea, Industries with the hitfbest use 
of employment contracts, greater than 
5(3 percent, include entertainment, re- 
tailing and airlines, U 



NACIUN S BUSINESS * I)«CEM»KS 1«S^ 



The Benefit 
Bonanza 

How employe benefits 
add one third to payroll costs. 

By Fred D. lindsey 



P MPLGYE BENEFITS will CtiSt Ameri- 

E can employ gfs about M l ion 
in $55 billion mure than lasL year. 
This record sum is paying for vacation 
t.ime : paid holidays sick leave, insur- 
ance pension! and numerous other 
benefits. 

Benefits, which equal more than one 
third of payroll dollars, are growing 
faster than wages. They row 161 per- 
cent from to 1981, whereas wages 
and *utltirie& grow only lift percent, (In- 
Ration, aft measured by the consumer 
price index, was 124 percent during the 
same period,) Benefits rose H$ percent 
From 1960 to Lft&L, and wages rose 8J5 
percent 

Employers *pent a weekly average of 
$127.44 per employe for benefits id 
19HI, compared with a weekly average 

□fm92 in tan 

Employe benefits in liJKl arc ana- 
lya&d in a survey of 394 manufacturing 
and nonmanufacturin^ firm* conducted 
by the Survey Research Center of the 
L\S. Chamber of Commerce. This is the 
20th benefits study conducted by the 
Chamber, which has been keeping track 
of the growth of emu love benefits since 
1947> 

Benefit cost* vary widely from com- 
pany to company and from industry to 
industry. 

Thirty-three firm* reported weekly 
benefit costs of less than $30 per em- 
ploye firms reported weekly costs 
[j*t employe of $200 \.*r more. 

In the petroleum industry, weekly 
hfm-f3tfi avoraj»oit S^i.iKi. V\\U\v uLali- 
rifHi 1 benefit posLs were S174 r arid the 
chemical industry paid Amcrntf 
the lower-paying industries were textile 
products and apparel ($72,54), whole- 
sale and recail trade ($82.35) and hospi- 

The types df benefit* are (U wagra 
paid for time not worked, including \"a- 

Fred a LlNBSlGY, a retired statisti 
ci&h+ conducts Ihc annual trurveys on 
employe benefits for the US. Cham- 
ber of Commerce. 
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cations, holidays, sick leave, emergen 
leave,, coffee breaks and rest per 
totaling, on average, $45.(57 per 
ploye per week, and (2) nonwage pay- 
ments, which include pensions, insur- 
ance premiums, Social Security taxes, 
unemployment compensation taxes, 
profit-sharing and similar benefits, to- 
taling SS1.77. 

More than 25 kinds i>f benefits were* 
covered in the Hurvey but six — Social 
Security taxes, insurance premiums, 
private pensions, paid vacation*, paid 
holidays, and paid rest periods and cof- 
fee breaks— each cost more than Si 1 
per week and all together accounted for 
more than 78 percent of total benefit 
payments, 
Themost expensive benefit was em- 




OkJ-ago r survivors, Oj&abilily and he&Jlh 

Insurance (RCA Ihxq$) 

Insurance {lifn, hospital, surgical, medical, olc.) 
Panuona (nonBQvsrmwinl) ....... 



Paid rnsl periods, coffee brssks, lunch periods, ole 

VVorfcws* somponMtton . . 

Paid &?cH Lmvd L . 

Urwrnrioyrnorrf compensation laxes 

Profit-sowing paymoni-a 

Derrlal insuranoa ......... 

Shon-tarm disflhiMy 

Thrift plana 

Crtrtslm&s or other special bonuBa?, 

suggasaon awards, ate 

Salary conbruaUon or long-term disability . . 

Empioyo adutalhjn axpcndilxifaa 

Employ meals f umtahsei free 

Oiacoun*! on goods and torvlm purchased 

from wmpariy fey employM : 
Othor &mp&oyo banertta. 
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Enjoy the 
Playboy L 
Experience 
in a New i 
Dimension 




There's more to a Play male than meets the eye 
On video, you can experience the poise, charm* 
personality* beauty and sensuality that has been 
the Playboy trademark for nearly three decades, 

CBS-Fox V>deo announces the first edition of Playboy Video magazine captured on victeocassette 
Sr videodisc. Produced in the quality PtayDcy style, sophist Icaied programming is yours to 
View whenever you like in 1he relaxed comlort of your own home. Pfayboy 
Peges spring to lite in lull color, sound and dimension. -^rfC^ 

Each edition contains fascrnating " 
interviews, ribald classics, entertainment, humor, 
music, fashion and even the famous Playmate 
centerfold section, Playboy's tantalizing* 
provocative programming offers an exciting, 
refreshing change from ordinary television fare 
Sexy, tun, sophisticated —that's Playboy V>deo 

So take a Playmate home Pick one up at your 
nearest video dealer and make your wildest 
faniasies come true video 
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Available on Beta. VHS. 
Laser and C.ED. difiG formate 





ANSWERING THE DEMANDS FOR PERFORMANCE 



Advanced Technology and people - 
specialists sotving modem problems wtth 
progressive Ingenuity, ft's o compelling 
way of life and business for over 1,000 of us. 

Marine and industrial systems; 
maintenance and logistics engineering; 
defense and energy systems; information 
technology; nuclear engineering; strategic 
programs— nationally and Internationa lly. 
Thls is the scope of Advanced Technology, Inc. 

Through corporate effectiveness. 
Advanced Technology presents key 
opportunittes for personal fulfillment. For six 



years now. we have provided cost-effective 
and creative answers to the most rigorous 
performance demands. 

Enter the worid of 
Advanced Technology. 

Request full Information by telephone: 
(703) 442-4533 

Advanced 
Technology 

Minds Creating for (5<*smrnen.1 and /rduaJrv 
7923 Jones Branch Drive McLean, Virginia 22102 





player tuxes for Social Security'— old- 
age, survivors, disability and health 
insurance (F1CA taxes), averaging: 
$21.60 pur employe per week. (Thifi f\g' 
ur£ does not include an equal amount 
withheld from the employe's wages,) 
Tiiis is Lhe fas tp5t-^ ruling ihJijtir bene- 
fit, having increased 202 percent since 
19TL 

Employer payments for life, hospital, 
&ur#k:al ujid medical iruiumira totaled 
almost aa much^$20.63 per week per 
empfoyfe Thiu it? another faat^rowinu 
benefit, having m creased 191 perconl. 
ameel&TL 

Private pensions for alJ indunLrie.s av- 
eraged $17,88 per employe per week. 
The petroleum industry'* pension costs 
were highest — averaging £47.44 per 



time cost employers an average S11.4C 
per week per employe. This time nver 
aged 16 minutes a day foral! industries 
but ranged from 22 minute* a day for 
the chemical industry down U> \2 mm- 
uteB a day for miscellaneous nunmanu' 
factoring industries r 

Other employe benefits included; 
worker* 1 rampenaarjori. $4-94 per em- 
ploys per wi?fifc paid sick leave, $4.fi(i; 
unemployment compensation taxes, 
$4 .2Tjj profit-sharing payments. $3.G9; 
dental insurance, short-term dis- 
ability and thrift plans, SI ,23 each; 
Christmas or other special bonuses, 
$L17; salary continuation w long-term 
disability, 79 cente; employe education, 
77 cents; employe meals furnished fre^ 
5£ cents; and discounts on goods and 



Employ* Benefit C«ti by Industry, Iffl 




AJ| irnjL£5tli9& ....... . . 

Patrotejm Induitry . r . 

GhwrtCflls and anted pioducis 

Transpoftatwn equipment . ... 

Primary metal industries. , , . 

Macrwrery {excluding etectrl&&]) 

Electrical mactwrary, equipment end supplies . 

Printing and publishing . . . . 

FacrlcatBd metal products fracturing machinery 
and irsnflportation oqulpmeni] . 

Rubbar. lestrw and plastic products 

Stooe, c4ay and glass protects 

Food bowages and tobacco . 

Pulp. papar, lumbar and fumltLira .... 

Instrumanli and miie^ltanaocs praducts 

Taxtila products and apparel 
Noomenufacturlng: 

Public ulUlbos 

Insurance campftnieE 

Miscellaneous fiOn™nutatf urlrifl mduarrie* (tfifearcTi. 
engineering education, government agencies, 
□onstruclwfft, atcj . . ... * 

Sanks, finance and Irust companies r 

Hospitals . . ..... 

Wholesale and relaii trade . 



week — fallowed ay public utilities' 
$MLp9 per week. 

The cost of piriid vacations averaged 
i 16,96 per employ o per week. Vacation 
lime averaged t2JS days per year for all 
industries but ranged from 1J5 days For 
the petroleum industry down to 8 for 
wholesale and retail trade, 

Paid holidays averaged 8,5 per ytMW 
and cost employers fl l.4£ per week per 
employe. The transports tttm equipment 
industry gave its employes the most 
paid holidays — an average 1 0.5— per 
year, and nonelectrical machinery aver- 
a^ed io. Wholesale and retnD trade av- 
eraged only 6. 

Paid coffee breaka, rest periods, 
wash-up time and other unproductive 
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semcea purchased from the company 
by employes. 48 Cfiflte. 

Several benefits Were reported by 
onlv a ftmall proportion of employers, 
and their costs were substantially high- 
er than the averages for nil companies. 
For example, profiteering payments 
averaged £169 per employe per week 
for all companies in the surrey, but at- 
erased 517.57 for the relative handful 
of companies that actually made profit- 
sharing payments. □ 

Employee Benefits 1981, o SS-pQg* fff 
partr can oe purchased for $? a copy 
from, the US. Chamber of Commrrcr, 
W5H Street A.H r , Washington* DC 

mm 



What You Didn't 

Know About 
Employee Benefits 

The new edition ol Employe© Ben- 
efits,, pubflshed by 1 he U S, Cham- 
ber ol Commerce, shows an in- 
crease in tolal benefits costs to 37.3 
percent oi payroll ... a total oJ $435 
billton. in addition to reporting data 
from almost 1.000 companies na- 
tionwide, the current report also 
traces the growth of employee ben- 
efits In an identical group of 175 
companies over a 20-year period. 
Tha annual survey enables a com- 
pany \o compute the cost ol its own 
benefits and compare thern with 
th09* Of Other companies With 36 
pages, including 22 tables and 4 
charts, the report (#6601) is only 
$7,00 a copy (discount on order of 
1 0 or mof e) . Sand you r of der to P.O. 
Boh 114, Ken$jngton, Md. 20795 
(Make checks payable to U.S. 
C hamber of Commerce. Please add 
appropriate sales tax for deliveries 
in D C. and California,) 
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Low price time 
dock helps small 
companies meet 
strict requirements 
of wage hour law 

for M l ufo i ll flw it h Bfclijvuoff, oh 

roll IStt i.lffl/3lHW, Jri Q**ti* 




I— LATHEW TIME RECORDER COMPANY 
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Guide to Tax Changes 
Set for 1983 



MAJOfc provisions of tax legislation 
enacted by Ccmgreatt in 198-1 and 
1982 are still to take effect Here is. a 
Listing of changed that will be imple- 
mented in 1883. 

Taxes on Businesses 

January 1 

• The Amount of investment tax 
credits used to offset tax liability aver 
?25,fl0fl Is reduced from 90 to 85 percent 
from this taa year onward. The basis 
adjustment for taxpayers who claim a 
regular, energy or rehabilitation invest- 
meat tax credit is reduced, 

• Corporations mast now pay the 
balance due on income ux liability 
within 2¥* months of the close of the 
Lai able year, instead of deferring half 
the balance for additional three 
months. In mo&t cases, estimated quar- 
terly payments during the year must 
total 90 percent of the current liability, 
instead of 80 percent 

• The federal unemployment Lax rate 
goes from 0,7 to 0,8 percent, and the 
wage bane from $6,000 to $7,000. 

• The corporate tax mte on the first 
bracket (up to $20,000) drops from 16 to 
15 percent. On the second bracket (up 
U> $50,000) it drops from 19 to 18 per^ 
cent. 

• Advantages of certain tax prefer 
ences available to corporations, with 
the exception of Subchapter S corpora- 
tions, become subject to new restric- 
tions. 

» Corporations building nonresiden- 
tial structures must amortize interest 
and Lax obligation* incurred during the 
construction period, 

• Restriction", are placed on the com- 
pleted<ontract method of accounting, 
under which tax liabilities can be de- 
ferred until completion of a contract, 

• Contributions to, and loans by, cor- 
porate pension plana come under new 
res. tactions, Noncorporate plana will be 
placed on a comparable basil with the 
corporate plans and will be subject to 
new restrictions designed to reduce the 
iittnicliveness of Forming- personal-ier- 
vice corporations. Separate restrictions 
are set on so-called top-heavy plants, 
those designed to benefit key employes, 

■ Taxation of income earned from for- 



eign oil and gas operation* is tightened. 

• Companies rpperating in U.S. pos- 
sessions, principally Puertu Eii.:'u. vail 
be taxtid more heavily on passive in- 
vestment income and intangible Income. 

• Rules on registration, approval and 
reporting ri = c;uirr*iTi^rar-= r'..«r m«lits:n:i| 
development bonds art 1 lightened. Us- 
ers will be restricted to straight-line de- 
preciation. 

■ Businesses using direct Belters or 
independent eon tractors must file with 
the Internal Revenue Service new re- 
ports covering transactions in 1983 and 
subsequent yearn. Reporting ie expand- 
ed to cover interest, state and local tax 
refunds, pensions, annuities, insurance 
and brokers (including barter ex- 
changes^ Restaurants must report 
gross eates and 8 percent of that 
amount ass tips to their employes. 

• Revisions to laws on Subchapter S 
corihoratjons take effect for 19S3 and 
later tax years. The changes allow 
small businesses greater flexibility in 
determining the proper form of owner- 
ship Lo improve financial] and tax posi- 
tions. (See "For Your Tax File" page 
14.) 

• The windfaJVprofit tot rate on new 
oil is ait to 25 percent. Stripper wells 
owned by independent drillers are ex- 
empted from the tax 

May 1 

• The targeted-jobs credit is extend- 
ed to cover wages to disadvantaged 
youths hired for any 90-day period be- 
twwn Way 1 and September 15. The 
credit is effective through 191*4. when 
Congress will decide - whether there 
should be a further extension. 

Taxtt on Individual! 

January 1 

• The add-on minimum tax is re- 
pealed. This was a 15 percent tax on 
certain 1 'preference items" minus the 
greater of $10,000 or one half of regu- 
lar tax liability. The alternative mini- 
mum tax i* expanded, Alternative 
minimum tax liability is calculated by 
adding to adjusted gross income certain 
tax preferences that have been in- 
creased by the new law, 

• The medical deduction wilt hence- 



forth be computed on the basis of 5 
percent of adjusted gross income from 
taxable years 1983 and beyond, instead 
of the previous a percent The separate, 
medical deduction for $150 of medical- 
insurance premiums is eliminated, and 
all such premiums wilt come under the 
5 percent exclusion. 

• The so-called marriage penalty is 
eased by raising to 10 percent, from the 
present 5 percent, Lhe deduction of the 
lesser earner's wages on a joint return. 

• The casualty loss deduction is re- 
stricted to losses that exceed 10 percent 
of adjusted gross income. As before, 
there ie a 3100 deductible on each toss. 

• The exclusion for income earned 
abroad in raised from $75,000 to 

sso,om 

• The cigarette tux is raised from a 
basic B cents to 16 cent* a pack through 
Sept- 30, 1985, when it will return to the 
lower level unless Congress votes oth- 
erwise. The telephone excise tax Is 
raised from 1 to g jiereent through liKiS, 
after which it will end. 

• The estate-tax exclusion is raised 
to S2T5 h 000 B and the maximum rate is 
cut to 60 percent- The change applies to 
bequests by individuals who die in 1983. 

• Federal Laxea must be withheld 
from pension, profit-sharing and annu- 
ity payments, unless the recipients 
elect not to have taxes withheld, Under 
prior hw r withholding i^as voluntary 
with the payer, 

July 1 

• The third and final 1(3 percent re- 
duction in individual income tax rales 
under President Reagan's tax-relief 
plan takes effect. 

• Withholding at a 10 percent rate is 
imposed on dividends ami interest. Indi- 
viduals with low tax liability can seek 
exemptions, □ 



Additional details of the ?<ur legisla- 
tion Congress enacted this jfmr are 
available in the booklet The Tax 
Law: What ft Does to You and Your 
Business, published by th* Tax Polity 
Canter of the U.S. Chamber of Com- 
mtrc* r Washington, DA\ 
Copies are $S each, udtk volume dis- 
coutitft 
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Why entrepreneurs in Kentucky 
have an edge on the competition. 

If you're an entrepreneur, you have a kindred spirit In Kentucky, 

He's Governor John V. Brawn, Jr As an entrepreneur, he's 
experienced your problems and frustrations As Governor of 
Kentucky and as Chairman of the Natrona I Governors 
Association small business task forte, he's done something 
about them. 

To provide the crucial start-up capital needed by entrepreneurs, 
the Go vernorhasesiabtrshedaS 150 mil lion financial fund for Kentucky 
business development. 

To keep rules and regulations Irom unfairly restricting a 
busrness operation, he's established a one-step permit system 
that makes short work of red-tape delays 

To improve your competitive position, he's worked with labor 
and increased transportation and energy resources. In Kentucky, 
you'll find we're no! at odds with business, we're working 
together 

Your choice is simple. You can come to Kentucky and get an 
edge on the competition Or you can slay where you are and let 
Kentucky's entrepreneurs get an edge on you 

Fgr more information About Kentucky, the home of the 
entrepreneurial spirit, write: W. Bruce Lunsford, Secretary, 
Commerce Cabinet, Commonwealth of Kentucky, Frankfort, 
Kentucky 40601 Or better yet, call him at 502-564-7670 

KENTUCKY & CO. 

The state that's run like ;i business. 
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Scmnr Mmiufacturing Company, of 
Litchfield. 113, spends $70,000 o 
year on product liability insurance, hut 
tin' hem! uf i^> small, fiimify-nwned 
firm worries over whether that is 
enough "If damages arc a warder] be- 
yond csur insurance coverage in any 
outstanding ("list*, we lire out of bust 
peas," says 7i>year-old Del by Hum- 
phrey* chairman of the company, which 
make?!* face puanfc fur f-jutball k-hricb. 
Sales this year wif! total about SI. 5 mil* 
lion. 

son t Robert, the company's prenj' 
dent h cites a related problem: The iitHur- 
ance expenses jnml be added to 
product costs, making Schiitt mope vul- 
nerable to forp[p:n competitors who pay 
lower wages and, overall do not have 
h ij=rh liability insurance costs. 

Problems like those Schutt facei on 
product liability have become a major 
concern for many tyjwfl of businesses 
uf all sisaes in recent years-. 

WhiJp Schutt worried about injury 
claims that mitfht ariBe from use of the 
400.000 face guards [{& 30 employes 
(urn out annually, the M anvil le Gorpo- 
ration, with ¥2,2 billion in assets, de- 
clared bankruptcy in August ill the face 
of 115.500 lawsuits ullejrimr exposure to 
the company's asbestos product*, Man- 
vijle estimates that settlements and le- 
j^al fees could exceed billion. 

Though such lawsuits ordinarily are 
directed against manufacturers, il is 
not unusual for wholesalers, distribu- 
tors and r^taikrs to he named aa defen- 
dants, too, And insurance companies 
frequently lose money on product liabil- 
ity coverage. 

Efforts to ease business product li- 
ability problems have been under way 
in Washington for the past seven years, 
and it now appHnr* that business- 
backed legislation is I leading toward 
parage in Congress. 

The measure |S. 261*1 1, approved in 
October h> the Senate Commerce, Sci- 
ence and Transportation Committee, 
would not deal with all product liability 
issues to the satisfaction of all compa- 
nies, but it is viewed as a major step 
forward. 

Sen Robert W. Klls ten iR WlvI, chief 
sponsor of the measure, says it ad- 
dresses what has become "a scrtott* im- 
pediment to interstate and foreign 
commerce." 

The bill would pre-empt state laws on 
product liability. A uniform federal 
statute would eliminate what Kasten 
t^rms \hn ,r crazy qui It of Fil jurisdic- 
tions having different lows, most of 
which are subject to change in a single 
[court] decision." 

KasteBp who is chairman of the Con- 
sumer .Subcommittee of the Commerce 
Committee., says that consumers should 
lvb the right to recover damages if 



Progress Ahead On 
Product Liability 

It looks like government finally will 
adopt a more sensible way to deal 
with a threat to many companies. 



j mured by faulty products and that, 
■'manufacturers should have clear stan- 
dard* of responsibility under which 
they can know their obligation*." 

Among key provisions of Kaaten's 
bill, in the words of a summary accom- 
panying the measure: 

Manufacturer 1 * re*p« nihility. A 
manufacturer ii iiahie if the claimant 
establishes by a preponderance of the 
evidence that the product fcs unreason- 
ably dangerous in construclion, in de- 
sign, because of a failure to provide 
adequate warnings or instruction* or 
because it did not conform to an ex- 
press warranty. 

Seller's responsibility. A product 
seller is liable if. by a preponderance of 
the evidence, the seller's own lack of 
reasonable care in handling the product 



or the seller's own breach of an express 
product warranty was a proximate 
cause of claimant's harm. Thus, the 
seller is responsible only for his own 
fault Where, however, the manufactur- 
er cannot be {reached by a process serv- 
er] or ia determined to be judgment 
proof, the seller mny he responsible for 
harms attributable to the manufactur- 
er. This section will reduce liti ^atton 
costs by taking the seller out of suits in 
which he is not responsible. 

Misuse or alteration. 1/ a product 
seller establishes by a prepunderaEicc 
of the evidence that misuse or alter- 
ation of a product caused the claimant's 
liarriu damages shall be reduced or ap- 
portioned to the extent that the misuse 
or alteration was a cause of the harm. 
A product alteration will not lead to a 
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f GQtbalJ gear and power tools btv only 
Iwd of many types ol products whose 
maker* are concerned about a torrafit of 
Htlgallon. AlwQ concerned relailcrs 
wholesalers. dEtlributOr* and insurers 

reduction in damages if fit was done] in 
accordance with [the seller's] jfiettruo 
tions, (if it waaj performed with the 
seller's consent or [if it was of :l tyjhe 
where harm could easily be anticipated! 
and the seller failed to provide a warn- 
ing against that alteration. 

Sponsors of the hill say this section 
ensures that responsibility, fur harm is 
not placed on those who did not CAM** 



Tin* harm. And. they mj r it 
give* incentive* for prevent* 
ing risks to tho^e who nil 
best prevent the risks. 

After much internal AV 
hat* 1 , I be Reagan ndmin 1st ra- 
tion haa swung behind 
Kasten a bill, as he* a 200 
member coalition railed tin- 
Product Liability Alliance. 
The coaution includes large 
and bJnfcll retailer*, manufac- 
turers, insurers and insur- 
ance brokers, an well us 
business groups— including 
tin Chamber of Com- 
merce—that represent com- 
panies of all sizes. 

The administration wa- 
verori f"r munthH because it 
with concerned that a federal 
product liability standard 
would conflict with the New 
Federalism drive to return 
some government programs 
to state control 

David P. Sloane, director 
of congressional relations for 
r.he National Ae-Srwiation of 
. Wholeajder Distributors, a 
5 member of the alliance, says 
f the administration derision 
recognijied that "products 
move in a national marketplace,' 

The alliance emphasizes <hat a prod- 
uri liability law would not require cre- 
ation of any federal program or office 
or involve expenditure of federal funds, 
Instead, n fact sheet Hta-tea, "it woutd 
simply establish uniform rule* applica- 
ble in prodiift liability cae^s brought m 
state and federal courts. '* 

^ome knotty problems remain. The 
O draft hiil provides an ataolule cut- 
off of 26 years to claims involving- capi- 
Lai goodjt—thtt idea is to stop suits for 
injuries caused by worn-out or misused 
products. Capital gnodfl manufacturers 
would like a shorter term; consumer 
groups want no cutoff. Rep- Henry A, 
Wruman iD-Calif.L whose Health artd 
Environment Subcommittee has re 
sponsibilitie* paralleling tllds*- of Kas^ 
tvus Si'zmle huhcomniittefS aJau thinta 
a cutoff isn't needed. Nirrety-eight per- 
cent of all bodily injury claims Involving 
h product are filed within 10 years of its 
manufacture, h* points nut. 

The BE-ye«r limit doesn't cover latent 
injuries the so-called toxic torts, hi 
which an Individual muitcnda, for exam- 
ple, that exposure to a certain drug or 
product many years ago was responei 
ble for cancer. Although the pending 
hill wMjJd not affect the situation M an- 
vil le already faces, Congress may fash- 
ion a separate liability bill setting up an 
occupational duvense funri for paying 
claims in such suits. 
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A major goal of the Product liability 
Alliance is legal eonatetency and e Labil- 
ity, Martin F. Connor, Washington cor- 
porate counsel for General Electric, 
says people who design, manufacture 
and market products '"have a right and 
a need to know trie eilandard.n by which 
society will hold them acco uri table— 
they have a right ti> know that those 
standards will remain in effect during 
the life of a product. 1 ' Instead, Connor 
says, most standards are developed by 
courts, not legislators. 

fc, lt is a commonplace observation 
among those who must defend product 
liability canee that only after they have 
won or lost, do they find out what the 
law was for that case/ 1 Connor says* 
"This provides an exciting game for tri- 
al lawyers, but it is a nightmare for 
people who are trying to plan and run a 
husurasiB nt t it j nally. " 

Trial lawyers respond by saying a 
federal product liability law isn't 
neceasary, The Association of Trial 
Lawyers of America has faith in the 
vitality of common law and the princi- 
ple of leaving tort taw to the slates, 
says an AT LA spokesman The associa- 
tion also contends that the Kasten hill 
favors manufacturer* over coniiumer*. 

Robert H Malott, chairman of FMC 
Corporation, hopes the emerging- I eo- 
lation will reverse what he considers an 
unfortunate trend toward requiring 
1«M proof of fault in court cases. 

The trend has led to a surge in prod- 
uct liability claims. In 1975 fewer than 
a,CJCJ0 such claims were filed in faileral 
courts. In 198! there were more than 
[) r DGG\ Thirty year* ago, Malott says, a 
consumer injured while using a product 
could recover damage* if it was proved 
that u manufacturer had been negli- 
gent The court or jury had to deter- 
mine whether a firm failed to act 
reasonably or prudt-ntly. 

Now a company can be liable in some 
states if its design poses a hazard, Lh 
ability covers nut only product* used ;*!-■ 
intended but any uses that may be rea- 
sonably foreseen* even though the 
product was misused, Malott sayg. 

Even innovation can be stifted t Ma- 
lott insists. In a few states, he sava, a 
claimant can use the fact that a manu- 
facturer made improvement* in a prod- 
uct to support a contention that an 
earlffrr model wan m.t safelv designed. 

Francte P Lucier, chairman of Black 
k Decker ManufacUirir^. wliich make^ 
fiand ami power touts, ?avs. "Certain 
judgea in every stale believe that a 
manufacturer ou^ht tu Ih> she ahnolute 
guarantor of any lo&s incurred a re- 
suit of an accident or iojurie* thuL uecar 
during the use of one of that fn&nufa^ 
turer'B product*/' □ 
—Michael Thqryn 
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Unlucky ■ 4% 
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The recent fate of California's 
famed tax-cutting law offers a pointed 
lesson to the rest of the nation. 



THE overwhelming vote in favor of 
Calif ornias tax-cutting Proportion 
13 m 1978 was a major harbinger of 
national conservative victories two 
years later. 

Now, although the tax-revolt mood 
that Proposition 13 helped generate 
among the American electorate re- 
Tnains strong, the state law itself has 
run into difficulties Court challenges 
brought by opponents of the measure 
have chipped away at its- pro* 
Lections for taxpayers, and 
one recent decision has 
opened a major breach. 

As a result, California 
business leader* are mar- 
jflhaEing their forces to share 
up ihe bnr P which was en- 
acted after citizens got it an 
the ballot via- CaMornia's ini- 
tiative system. And the bust- 
nesa leaders say there b a 
menage in their situation for 
the tax-revolt movement na- 
tionally: Eternal vigilance is 
che price of continued liberty 
from owrtaxation. 

Shirley Chilton, president 
of 'Jit: California Chamber of 
Commerce, describes tax in* 
creases resulting from dial' 
lengea to reposition 13 as 
"rireianventmg taxes." 

She says of moves Id weak' 
en the law: ^Other states 
must be alert for this type of 
end run. You have to be definitive in 
tlie first place and not provide opportu- 
nities for your opponents. " 

The California chamber is. among 
business groups reviewing the current 
status of Proportion 13 with an eye 
toward corrective action through the 
legislature or, if necessary, a new ini- 
tiative. 

As adopted in 1078. the law rolled 
back rual estate assessments to 197j-T4J 
levefc, limited real estate taxes to I per- 
cent of assessments and capped assess- 
ment increases tit 2 percent a year. 
It also specified that a two-thirds 



vote of the legislature was needed to 
levy new state taxes and thai special 
taxes could be imposed at the local level 
only if approved by two thirds of citi- 
seilS voting in a local election. 

Those provisions were designed to 
prevent lawmakers from imposing sub- 
stantial new taxes to make up for lost 
real estate revenues. However, ffimfflu- 
nities were allowed to raise the 1 per- 
cent assessment ceiling, if necessary, to 




Gltitomia atatft chamber president Shirley CWItwi and 
Edwin F. Mim 111, pro-9iden!lal counselor, have long worked 
(ogatrnr se#king tai relief In iheir state. She warns Ifrat 
tnx-ciil plana require constant protection from Inroad*. 



enable them to pay debte incurred be- 
fore Proposition 13 was adopted 

That provision was generally inter- 
preted as designed only to give commu- 
nities sufficient income to retire bonds. 
But the California Supreme Court wid- 
ened the loophole. It ruled that commit- 
ments of a public employes' retirement 
fund represent the type of prior debt 
thai permits raising of real estate taxes 
above the 1 percent eediing- 

Then, in a more far-reaching decision, 
the same court dealt a heavy blow to 
the requirement that any proposal to 
raise special taxes Locally has to be sub- 



mitted to the electorate for two-thirds 
approval 

The San Francisco city council had 
voted to increase the city's business t 
cense tax 50 percent— from 1 to 1J5 per- 
cent of gross receipts— and to put the 
revenues in its general fund. The dry 
argued that committing the money to 
the general fund removed the levy from 
the Proposition 13 reatrictioii, Hy a k2 
vote, the c!x>urt agreed 

Fred Main, tax counsel for 
the California chamber, says 
the decision "shot a bjg hole 
in PropoAition Ift" because it 
enabled local governing bod- 
ies to do exactly what the law 
sought to avoki — impose new 
taxes to replace lost real en* 
tate revenues without the 
voters' approval 

Many of Proposition 18"s 
original supporters, includ- 
ing Howard Jarvis and Paul 
Gann, who started it all with 
their sponsorship of the tax- 
Limitation initiative, have 
joined the movement to re- 
store the Law's former 
strength. Several organiza- 
tions are exploring strate- 
gics, 

And the California cham- 
ber's Chilton says there may 
be other moves designed to 
limit the scope of govern- 
ment 

She rejKirts growing interest in re- 
ducing tlie amount of time the Califor- 
nia Legislature spends in session. "A lot 
of people are opposed to the idea of full- 
time legislators/' ahe says, 'These peo- 
ple think that lawmakers would be 
more responsive if they wenL back 
home more often than they do, 1 ' 

She ad<te P 'The fact » that the more 
government we have, the more of a 
burden it is on the taxpayer. Limiting 
the length of time the legislature sita 
could be a start toward checking the 
growth of government" 

Does she think that putting limits on 
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tetffe!aiiv«> activity in CuJEfarni* might 
apark a wvoll ihut would, like the Prop 
oftition 13 miH'i-nirn?, reach i\w luiUr-nnl 
level? "I hope ihsit we would aeml out a 
message/ 1 Rht 1 says. 

M:my fltttte legislatures now have 
brief sessiona, but th^ trend in larger 
sUtes has been to war J full-time opera- 
tions with exL^nwivt?- Hujjjrfjrt staff and 
services. The California interest in re- 
Versing the trend hag not vet coalesced 
into a formal movement or ballot initiar 

Chilton, who is cliairman of an ieive&i- 
tnvtit and real rotate firm, ClavisCorpu- 
ration r and a full professor in tlitf buai- 
nees school at Pepperdine University, 
fow been an outspoken advocate of the 
free-market system- 

That has brought her into frequent 
conflict with California Gov. Jerry 
Bruwn, now a lump-duck chief execu- 
tive following his defeat last month in 
an election contest for the UJ5. Senate, 

STRONG opposition by the California 
chamber and other business 
groups ™ an important factor in the 
overwhelming defeat on the same elec- 
tion day of i major ballot initiative that 
Brown's administration had conceived- 
The initiative called for imposing state 
controls on water resources, As cham- 
ber president. Chilton pressed the argu- 
ment that the plan was a nc-growth 
scheme that would do grave damage to 
California's agriculture and harm the 
economies of 1H uf the stated 20 lar^eHi 
cities, 

One provision in particular that 
aroused business groupa was the shift- 
ing of control over water resources 
from local water-fiupply agencies to a 
centralized state agency with far-reach- 
ing powers . California chamber officials 
aaid it was the most significant econom- 
ic issue on the state ballot this year, and 
its 2-1 defeat was a reaffirmation of the 
electorate's opposition to ever-growing 
government as manifested in the Propo- 
sition 13 landslide of 1978. 

Cluhnrf s w:i\ve role in the dispute 
continued her long Involvement in busi- 
ness-government issues. She hat 
nerved, in many state and local chamber 
posts, beginning with the presidency of 
the Palos Verde chamber in 1M2. 

She b<tttame a director of the state 
chamber In 197G, treasurer in IflTfl and 
vice president in 1980. Last January, 
she bc-came the first woman to head 'a 
state chamber of commerce, 

Chiiton has also been active in the 
Institute for Contemporary Govern- 
ment, a conservative research group 
that deals with issues at all levels. She 
sits on its board of directors, which also 
includes Edwin b\ Muese II], a member 
of President Reagan's inner circle since 
the lutt^r'u slays as governor of Califor- 
nia Meese is now counselor to the Pres- 
iiienL □ 
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PEOPLE IN BUSINESS 



Dark Continent Idea 
Hat a Bright Future 

Ideas for small businesses are every- 
where, including Africa s bush country. 
That's what Michael and Ann Moore of 
Ohio found oul They picked up s prod- 
uct idea from the Dark Continent, and 
turned it into a bright future in the 
United Smies. 

Their product is the Snufti, a pouch- 
like canvas baj£ that fits over the shoul- 
ders and in which an infant e&n be 
carried, either an the chest or an the 
hack. 

The Moores were in the Peace Corps 
in Africa in JSN>4- A few month? after 
reluming to America, Ann Moore had a 
baby and chose to carry it home from 
the hospital in a shaw] stropped to her 

back, much as she had Been 

African woman cany babies. 

But her roughly fashioned 
carrier kept slipping, bo she 
and her mother, Lucy Anker- 
man« cut up an old sheet and 
sewed it into a more stable 
pouch, this time with a seat 
inside. 

To Ann Moore, her baby 
setimed unusually calm and 
content when carried in the 
pouch at her breaat. The 



pouch carrier also freed both her hands, 
Friends asked Ann Moore where they 
could buy a Snugli. Shfe took their or- 
ders, and her mother, in West Alexan- 
dria, Ohio, sewed up a few. 

By 1966, after the Moore* had moved 
to Colorado, Lucy Aukerman was get- 
ting more orders from her daughter 
and son-in-law than she could sew. So 
she enlisted the help of her neighbors. 

Thanks to several favorable reviews 
in magazines, Snuglis were selling hy 
the hundreds by 1972. "We had a bona 
fide business that was so totally out of 
control/ 1 says Moore, "that we had to 
pay it more attention."" So the Moorea 
incorporated. 

And just In time. Consumer Reports 
magazine in Ufifl gave the Snugli its 
m ijfc rating tn soft carriers and order* 
flooded in. 




When Michael and Ann Moor* munwJ lo Ihp United Slate* wrier ■ tint wilfj 
the Pnct Corps In Africa, they wem Into business with n product Jrjea 
borrowed from African mothers: the Snugtt (insel). for carrying children. 
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The next year, after Moore recruited 
a national force of sales representa- 
tive, Snugli. Inc., moved into its own 
factory in Lake wood, a Denver suburb 
In Ohio the seamstresses continued 
to make individual Snugli* from cordu- 
roy or seersucker; in Colorado the fac- 
tory manufactured denim Snugus, 

Today 150 women around Wwt Alex- 
andria sew Snu^iis. supervised by Ann 
Moore's father, who operates the corpo- 
rattan's Ohio branch from a converted 
chicken house on the family farm. 

The individually made Snuglis, 
shipped Uj Colorado by van each week, 
retail for $55 to $60. The factory mades 
are lew expensive — $30 to $35 — but are 
noi lined as the Ohio Snuglis are. Nev* 
erthutoss, factory-mad es outsell the 
original designs about 2 to L 

Michael Moore, 44, and Ann, -IS, have 
kept Snugli ft close family bu^inpas, 
selling stock to only a few nonreLatives, 
Reside the t -Trt J Ohio seamstresses, who 
are paid by the piece, Snugli employs fiO 
in its Lakewuod factory, ban 25 sales 
representatives around the country 
plus 10 distributors in Europe and Ja- 
pan and has a licensed manufacturer in 
Canada, 

Something Newt 
Car Buyer for Hire 

Most people buy a new car every few 
year*, but AJ Jacobs buys hundreds ev- 
ery year. 

He is president and owner of Auto- 
motive-Search in Bethesda, Md. r a sub- 
urb of Lite nation's capital. And he lines 
what the name of his two-year-old firm 
implies— he finds for clients new r cars 
that meet their needs within their price 
ranj^e. 

Many of his customers are busy pro- 
fessional people who have neither the 
time nor the inclination to do extensive 
comparison s hopping for cars. 

Jacobs reports that most dealers arc 
willing to work with him: It's all plus 
business for them." 

He begins his search with an inter- 
view to determine exactly what I he pro- 
spective buyer is looking for in a car 
and at what price, Jacobs then turns to 
his own computerized files, which list 
details on more than 400 car makes and 
models, American and foreign. 

If the car selected meets Jacobs' ap- 
proval on a test drive, he arranges a 
similar test for the client, then negoti- 
ates a aaies price with the dealer. 
He also arranges the sale of the cli- 
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Al Jacobs ham In* answer for people who don't 
Ike to spend time and effort shopping for ji 
new can He'll do it for them. 



ent's old car and clnses each transac- 
tion with a bott.lv of champagne. 

Jacobs, who employs a secretary and 
a researcher, now handles 40 car pur- 
chases a month at a fee of 1175 each. 

His clients also include many single 
women and individuals with special 
needs t Among the latter ini^bt I ir ■ a 
handicapped person seeking a vehicle 
tli nt rifftrh ease of entry and exit or 
someone looking fur a low-slung hatch- 
back to pepopttnocluCe an aged dog 
whose jumping ability has diminished 
over the years. 

Jacob* says his service can benefit 
client* after the original sale is closed. 
Resale value b one of the criteria he 
uses in selecting a car for a customer, 
ho says, and he will follow up a pur- 
chase, helping a customer with proce- 
dures needed to iron out new-car bugs, 
[f any, 

"I eat, sleep and drink care/' he aays. 
HI J read everything available on cars, 
and I lest drive cars almost every week- 
end." 

For .some people, buying a car can be 
a tedious, if not perplexing, job. But A J 
Jacobs lake* pleasure— and profit— 
from knowing where and when to kick 
a tire. 

Thriving Business 
Is Built an Trust 



One of every five people will steal u 
candy bar if there i& nobody around to 
collect the money. You might view that 
ae disgusting, but William tigun looks 
;it it differently. He has built a multi- i 
million-dollar business f pn the fact thai I 
four of the five |ieople will Iftave the 1 
money for the candy. ' 
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Honor Shoppe, it is Appro- 
priately called. And its bush 
ncs.s approach h as simple as 
Cigan/s trust in people. 

The firm has an Honor 
Shoppy cardboard tray filled 
with about 3D different 
snacks — candy bars, chips, 
raisins, ccioktea— -coating 30 
cents each. The tray is placed 
m a small office car place of 
business, ami the employes 
help themselves, dropping 
their money in an unlocked 
coin box built into the tray. 

Cigan, 55, made up bis first 
Lrav and put il nut in ICu.ii 
Claire, Wis., his business 
base, in liflfl- Today he ha* 
more than 20*000 Honor 
Shoppe traya in 10 states, mainly in the 
Midwest and the West He also hay 
opened a branch office m Louisville. 

Of course, Honor Shoppe no longer is 
n one man enterprise. Cigan's seven 
employes in Eau Claire and nine ™ 
Louisville direct 21 fmnchisee*. This 
year's gro*s *ales will lut &! million, he 
says. 

Franchises aren't cheap. They run 
well into the five figures. But Cigan 
and his staff make sure the franchisee 
is fully set up fnr business. 

The home office lays out the terri- 
tory. soliciLs and signs up offices where 
the trays will jro, negotiate* with manu- 
facturer* and" distributors ol quality 





snacks to get the franchisee the beet 
price for the trays' contents, even Bella 
the franchisee a custom-fitted delivery 
track. The borne office takes a royalty 
of 4 to 5Vfe percent an sales of each 
franchise. 

In Cigan 's opinion, Lf people "are ap- 
proached positively, they will rise id the 
challenge/' And the challenge posed by 
Honor Shoppe is honesty. 

"The theft rate is 20 percent/' he 
says, ' H and we hope to get it down fur- 
ther/ 1 

He has devised ingenious ways of 
prodding a customer's conscience. 
Trays carry a sketch of a young, smil- 
ing: angel with the message "Thank you 
for heintf honest." 

tf the previous week's coin box is 
short, the sign is changed to "Oops! 
You were a little short this week." 

The unlocked coin boxes, from which 
people can make change often contain 
IOI-* arid repentant no tee with cum is or 
bills attached, and sometimes such 
notes a* "'If yon are renm short, 
please see Debby at the insurance of- 
fice.... I can't remember whether [ 
paid or not 1 * 

Cigan says 2 to 3 percent of the loca- 
tions prove unprofitable because of the 
continuing Lhefl rate r and the trays 
must be removed. But each franchisee 
has a minimum of 100 trays out, some- 
time:! several hundred. 

And sometimes even the rfc ineomg"h 
blea" can be turned around. For in- 
stance, one coin boa note read: "Dear 
Hotior Shoppe: We found the person 
who was stealing, Please bring back 
your tray. We love it." 

Cigan, one of the stellar nu mbers of 
Eau Claire's Optimist Cluh, saw to it 
that the tray was brought back. D 



William Cigan's offering of snack trays 
on the honor system has developed into 
■ nationwide statement I hat most 
i workers and customers can be trusted. 




73 



Tight-Fisted Public 



Saving is up, but so far capital 

investment isn't. 
Consumer spending is the key. 



AMERICANS Ait ft SAVItffi 
i more now, but the 
economy -seem.* to be enjoy- 
ing; it less- Saving, a 
percentage of disposable 
personal income, rebounded 
from i low 5.8 percent for 
IftBO to 6.9 percent in this 
year's third quarter. IJ If 
you translate that into dol- 
lur terms, you art talking 
about more than $25 billion 
added to the private sav- 
ings pool," says Manuel H. 
Johnson, Treasury assis- 
tant secretary for economic 
policy. 

So far, however, the high- 
er saving rate has not 
translated into increased 
capital investment, as the 
Reag an a d m i ti is Lrs t its n ' a 
supply-side economists had 
hoped. NonivjftjiU l Jitiril fixed 
business investment was running at an 
annual rate of f 161 bill ton (in 1972 dol- 
lars) in the third quarter, well down 
from the prerecession peak of $171.2 
billion in the fourth quarter of 1981. 

The problem is that consumers aren 1 t 
buying. 'The rise of lea* than 1.5 per- 
cent in the rate of real consumer spend- 
ing in the third quarter was a major 
disappointment.* 1 observes economic 
consultant Morris Cohen, 

With sales off and existing facilities 
producing far below capacity— the ca- 
pacity utilization rate was 69. t percent 
in September — most industries, have no 
incentive to add plant and equipment 

What is wrong? Johnson b James the 
recession. "We had not forecast a deep 
recession initially," he says, "and the 
main reason was that we had hoped our 
fiscal policy would head it off." Those 
early assumptions, Johnson explains, 
included a 10 percent tax cut starting 
July 1 P 1981, Th- stimuli]* uf the Lax cut 
was supposed to offset the contractive 
effects of the Federal Reserve Board's 
tight money policy, he says. But instead 
of a 10 percent cuL in July, 1981 r there 
was a a percent cut the following Ortn- 
ber. Worse, the Fed slammed the 
brakes on the money supply much fast- 
er and more drastically than the admin- 
istration expected or wanted. 

m 



Personal Savings as a Percentage 
Of Disposable Income 
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Even the first full 10 percent install- 
ment of the personal tax cut, effective 
last July, Km failed to spark increased 
consumption. Economists offer several 
possible explanations, On* is that con- 
sumer caution its normal in a recession. 
'Typically > in every recession, the sav- 
ing rate goes up along with the unem- 
ployment rate and stays high for the 
rest of that recess ion," says Jean Mcin- 
tosh, an assistant economist at Fidelity 
Bank, of Philadelphia. The hank's re- 
search shows that the saving rate rose 
an average of one percentage point m 
the last four recessions. 

Also, there are reasons to discount 
the tax cut's impact The cut was pret 
ty much offset by bracket creep/' says 
Treasury's Johnson, but he adds that 
l, 3t is becoming more and more real as 
inflation comes down." 

Allen Sinai, senior vice president of 
Data Resources, says, "In retrospect, 
the minimal impact of the tax cuts on 
consumer spending in July and August 
should have been no surprise. Contem- 
porary theories of consumer behavior 
almost universally suggest that spend- 
ing will lag several months behind 
changes in real disposable i-irunn* " In 
addition, he points out, "the tax cuts 
were really quite small and not fully 
reflected in withholding schedules." 



ironically, the good news 
m inflation may contribute 
to the bad news on consum- 
er spending. When inflation 
was. high and interest rale* 
low. living on credit made 
sense. Then inflation went 
down and interest rates 
went up. That increased the 
incentive to save and re- 
duced the incentive tii spec- 
ulate on the appreciation of 
highly leveraged assets like 
houses, Now that interest 
rates are falling, there is an 
incentive to postpone major 
credit purchase until the 
rates hit bottom. 

Thus, the depressed state 
of the economy and the new 
tax Incentives for saving 
have combined to produce 
tigh t- fisted cons u mers, 
slow to assume the role of 
leading the way out of Lhe recession. 
Indeed, many experts foresee at least 
one more upward blip in the saving 
rate— triggered by the deadline next 
ApriJ 15 for setting up a 19S£ I ndividunl 
Retirement Account — before consumer 
spending begins to return to normal. 
(My midyear, nearly $£10 billion had iwen 
salted away in IRAs and Keogh plans.) 
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I AVE THE SAYIN'Gtf incentives been 
overdone? "I don't think the 
present level of savings is damaging/ 1 
says Johnson. "First, I lie deficit is re- 
quiring a lot of federal borrowing, and 
the increased savings help finamje it 
Second, the ability is there for con- 
sumption, along with increased saving. 
Real disposable income has gone up. 
It's net, that we're saving u larger pro- 
portion of a smaller income. We're sav- 
ing a larger proportion of a larger real 
disposable income. 1 * 

An upturn in capital investment is 
widely expected tn lag behind resur- 
gent consumer demand by six months 
or so. 

Reagan administration economists 
believe data will show JL a strong con- 
sumption recovery starting in the 
fourth quarter of 1982 and carrying 
into the first quarter of 1983/ 1 Johnson 
says O 
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BUSINESS LIFESTYLE 



lOChHNG FOR TH-C STrtRS 



By John Cc^eto! 
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Uf K HAVE SEEN His star 
" and have come to wor- 
ship Him/' the Three Wise 
Men said when they arrived 
in Bethlehem, What Balthn- 
sar t Caspar and Melchior 
saw eguld have been the 
brightness of Jupiter and 
Saturn* shining side by side 
in the heavens, as the two 
planets did in the year 7 B.C. 
If so, crurtit that most fa- 
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From hii dom-ed ofrtervrttory atop 
■ hi li. Son Francisco busknctinwi 
Jamei Eca\m peers Inlfl a tky tNEod 
with *1 tins— and awesome myssery. 



rrnMih uf all ms- runomicitl oh 
servations to three amateur 
sky-gaaers. 

These days, professional 
astronomers manipulate 
powerfui telescopes with 
100- inch mirrors to peer mil- 
lions of lighL years into in- 
L<?rga lactic space. But ama- 
teurs continue to play a role 
iti sky- watching. 

Take James Seala, vice 




unee Rou uiei ■ comparer inirt*«4 ol a i#F*scop« to probe tha neaveni* 
Whftn NASA wanted to photograph one of Ss!urn 3 moons , jl used Rose's 
caiculatkHtf or itie moon's orbit to put the camdra In In* right plan. 



preside fit for science and technology of 
Shaklee Corporation. San Frantrtsco- 
Our universe fascinates him, Not sa 
much for its immense age and vast dis- 
tance* aa for its b&auty. 

"J wit look some night at the ring* of 
Saturn/" Scala says in a. tone of awe, 
"They're gorgeous/* For him, it's easy 
to do that He haa, in his backyard, an 
B-foot rotating domed observatory that 
luoka like an aluminum igloo. 

"In the top of it/' he explains, "is a 
slit that you open up to look at the sky. 
It's just tike Mount PaJonmr, or any 



Other observatory, except that it's a lot 
ftmalter, In it, I have a TO-inch folded 
refractory telescope that magnifies up 
tfl 1.000 times; 4 

Scalar home, is about 30 miles e&at of 
San Francisco in Lafayette, Calif, 

"We're behind a little mountain 
ran^e that holds back the foe:, *n we 
have clear skies, here. My observatory 
is on a little Ml], about 500 feet high h 
just behind the house. It has an 
absolutely superb view of at! the hori- 
zon-" 

Scala, 48, has been hooked on astron- 
omy a£ ton|T as he can remember. *'I 
grew up in northern New Jersey/' he 
Huy.-i, "in a town called Ramsey. When [ 
was a little kid, 1 would go out in the 
yard and stare up at the stars. My fa- 
ther told me how to pick out a few 
constellatkms r and my interest devel- 
oped from that," 



When he sits down by his telescope, 
he doesn't Hindi aittil^ly dnwn th* 
Milky Way. pausing to view whatever 
catches his eye. 

"I especially tike to observe other 
planets in our solar system," he say*< 
"and like other astro nomerfc, when I 
note 30 me thing of interest, I pass it 
alting 10 the Association of Lunar and 
Planetary Observers. M 

He Is intrigued by lhe pristukliiy of 
other intelligent life in the universe. 

'I think we may be on the brink of 
finding- oul whether there is any," he 
says, "Some stars rotate slowly, like 
our aun. That may indicate that planets 
revolve around them. And some seem 
to wobble, like Barnard's utar in our 
galaxy. That's another possible piece of 
evidence that the star is ringed with 
planets of its own, 

dJ Personally < I don't believe intelli- 
gent life is abundant in nur galaxy, A rid 
if that** true, it makes you take life 
more seriously. We have a very impor- 
tant planet here. Think about the deli* 
rate balance Earth p^njoys. Move Earth 
a little closer 10 the sun, and it would be 
like Venus — a hothouse incapable of 
supporting Eife. Move rl a little farther" 
away, and our oceans would freeze. 

"If we are alow, that's awesome. If 
we aren't, it's equally awesome." 
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Carolyn Hurtaaa, an Ohio busineuwoman, 
finds a aaronity that'? almost 
>nd»atrfBabl«" an she scans lha n^ht 
sky for variable Stars, 



H 



low many amaiuur jieironomer* 
Like Scala are there? About 
400,000 in the United Slater and Cana- 
da, the Astronomical League says. 
Some 1 85.000 are red-hot hobbyist* who 
go out often to scan the skies at night. 

Amateur astronomers have a big in- 
vestment In telescopes, the league esti a 
mates — about S&5 million. And H it saya, 
they buy about 4G.O0O annually, 

To get alerted, you would have to 
spend from 5700 to (1.204) for an 8-beh 
telescope, a popular siie for amateur 
astronomers. 

Domes come higher. Scata's ifrme- 
ter model, bought from Observa-Dome 
Laboratories, of Jackson,, Mwa., comes 
to -S6,rt45 ptiu* freight. Tile company 
sells 75 to 100 domes a year to amateur 
astronomers. The 2-metor economy size 
k $2,415 pltift freight and crating. The 
king-stee JVmflter model has a $14,019 
price plus freight and acce«sorie&." 

Astronomy cluhh in the United State* 
and Canada number about 400, Lhe 
league estimates. Most are affiliated 
with tarter organizations like the 
league, the Association nf Lunar and 
Planetary Observers, the Astronomical 
Society of the Pacific, the American 
Meteor Society or the American Associ- 
ation of Variable Star Observe™, 

Carolyn Hurleaa la a former vice 
preHidtnt uf A.WSO T<< natron o me re 
like her, the old nursery rhyme — 
"TwinU\ twinkle, little wtar. how I 
wonder what you are r< — has little rele- 
vance. Today's astronomers know a lot 
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about what .stars are; while dwarfs, red 
giwnta, double stars, X-ray stars or run- 
of-the-mill stars [ike the sun. 

What's more, they know that stars 
don't twinkle at all. Sometimes the 
stars' Tiros tire Invisibly banked, ftome- 
times they burn brightly and occasion- 
al ^' they explode in a dazzling display 
of celestial fireworks. But twinkle? 
That deceptive sparkle comes from 
viewing them through che uir thai, em- 
hmciis Earth. 

Hurler put her first telescope to- 
Esther, grinding her own 8- inch mirror, 
when she was 19 years old. "I started 
looking al. the planets/' -she says, M but 
there wasn't riMj.'lj ^.oiiii on. And ex- 
cept for its changing phases, the same 



myateriouHly, they surface suddenly 
yoais later. If* up like it fhri-iLmaH tree. 

Thfs was more like it Hnrless, with 
ranching from IV I tier became an ex- 
pert variable-star observer, 

Now, a couple rif nights a week, she 
heads for her homemade backyard ub- 
servatory— it was once a home tor poul- 
try—to watch the aides. Like other 
members, she regularly reports what 
ahe sees to the American Association of 
Variable Star Observers. Since observ- 
er* from all over the world do so, 
AAVSO has a wealth of data on vari 
able stars, Professional astronomers 
often tap Its data bank. 

What does she get out of this star* 
gazing? 




Some amateur astronomer* be^n with small telescopes like this 3 r Wncfr 
model, which costs ■ few hundred doltarn and comet In Hire* forms—a hand-nede 1 
soottlng scope, a mounted telescope and a lelephoto lira. 



was true of the moon. This wasn't men- 
tally stimulating/' 

Later all that changed. In the autumn 
of 1958, her Lima {Ohio} Astronomy 
Club visited the observatory of Leslie 
C. Peltier in nearby Delphoa. To most 
Americans, Peltier is not a household 
name. However, he is one in the world 
of sky-watt hers — professional as well 
o& amateur. This small-town, self- 
taught astronomer wan world-famous, 
discoverer of two novae and a dozen 
comets before his death in I!.*80. 

At the Lime uf the club's field trip, he 
had a little ti-inch refractor on loan 
from Princeton University. "He wbs 
looking at variable stars,'" Hnriess 
says. 1 sakl it seemed to me that this 
would be more challenging than any- 
thing else. Tve thought m. 1 rep tied, 
'for about IB years.' " 

Looking at variables is star-gazing 
with ptKEftfcz. Some of these mavericks 
blink off and on tike traffic lights, Oth^ 
ers slow dimly like a worn-out firefly, 
then blaze up. And, of course,, you have 
the Rip van Winkles Disappearing 



°I contribute something;' says Hur^ 
leafip proprietor with husband Don of 
Hurless Music Studios in Lima. Tm 
furthering our knowledge uf the uru- 
veree. Besides that, I have a wonderful 
time. I brim* out a casaetto player and 
some tapes of classics] miwric or tune in 
to a local FM station that plays classics. 

'The. re you are. under «he stars, ev- 
erything quiet, except some lovely 
sounds. There's a serenity that's utmost 
iruhwrihahle Ei'-s as if [ "'' rf - 111 ' 

caret— a* if absolutely nothing were 
wrong with the world." 

Carolyn Hurlesa and Jim Scala do 
what we expect of astronomora. They 
go out ui mum. point a telescope at the 
aky and gaze at rhr- gliUor. Nni Lance 
Rose, His hubby is astronomy, ton, but. 
that branch known as celestial mechan- 
ics. For that, you don't need a tele- 
gcope-^e no longer owns one. You 
need what he ha*— a computer. 

Thanks to Bofi*, 88, America's Voy- 
ager II snapped some dandy c lo se- 
ts ps— relatively speaking— of Phoebe, 
the outermost moon of Saturn. 
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Phot- he is a needle m th<- luiyfiUiuk of 
space, It is rwt easy to find, even when 
you are in its neighborhood, as Voyager 
U was last year. For one thing, this 
moon of Saturn w tiny— its diameter \s 
about. 300 miles. Our moon's diameter is 
about 2,160 miles. 

Phoebe is more than 6 million miles 
from Saturn and loops around it clock- 
wise, unlike most of Saturn's moons. 
Furthermore, its orbit is lopsided, sn 
Phoebe travels ksas around Saturn's 
middle than most of the 15 moons do. 

WHEN Voyager II traveled to Sat- 
urn last year, the National Aero- 
nautics and Space Administration 
wanted some photographs r>f this odd 
little sphere of ruck and ice. The prob- 
lem; To photograph Phoebe, you muM 
find iL 

NASA could have number-crunched 
reams of data with its computers and 
found the answer. But someone at the 
Jet Propulsion Laboratory in California 
thoughtofBshiTU-.il Wasn't there, he 
wondered, a jraper published on Phoe- 
be'* orbit in the Ast ra n o m ica I Jon r?? o.l* 
Indeed there was — by Lance E. Rose in 
the July . 1979, teaae. pegging Phoebe r & 
travels down to the LCth decimal pl.i • 

Was it a proud moment? 

"Yes," hays Rose, proprietor with Ms 
wife of Mosher-Rose Associates, a com- 
puter service firm based in Somers, 
Mont 4 i had been interested in celestial 
mechanics since I was a kid growing up 
in Daytohj OhSo, and f did the computa- 
tions on Phoebe with a home computer 
I built from a kit J bought in 1977." 

What doea he get out of his hobby, 
which requires hundred* of hours of 
work mapping the paths of celestial 
travelers? 

"It off em a good outlet for my inter- 
est in math and analysts, as well as 
astronomy/' be says, u but above all, it 
demonstrates that amateurs or hobby- 
jsts may still hav^ inHKJrNirit contrdiij- 
tions to make to the sciences." 

For others the strongest lure will 
main not the chance to contribute to 
knowledge but the mystery of the uni- 
verse' h vast reach^H— and their drama 
as well. Sewn the heavens will offer one 
of their greatest ahowa: the return of 
H alley's comet. The huge comet, which 
swings past the earth every 76 years, 
will be back in 19SiS and lSljtf, visible to 
the unaided eye. It bae already been 
sighted by telescope, 

Over the years, the cornet has often 
been regarded by the superstitious a* 
an pvM i>men, This time, its reappear- 
tince may be a aigri of gi*)d times for 
telescope manufacturers- 

Aa Mark Coco, who m in charge of 
consumer relations for Celestron Inter- 
nationat, of Torrance, Calif., notes: 
"Back in I9lo, when Haltey'n comet last 
appeared, most people couldn't afford a 
telescope. Now they can " □ 

S3 



What the Election Didn't Change 



The nkxt two months will be marked by 
transition on Capitol Hill The With. Can- 
greas will end its term at a post election ses- 
sion. The 98th Congress will convene in 
January. 

Unofficially, this period will also mark a shift 
from the congressional politics that dominated 
events of the past year to presidential politics 
glared to the 19S4 election. 

(A report on how the new Congress ia expect- 
ed to deal with business issues begins on page 
24, A separate report on the outlook for taut 
]>olky legislation begins on page 20.) 

Democratic optimism for 1US4 has been fired 
by party gains in last month's congressional 
elections, gains that will have a strong impact 
on party policies in Congress over the next two 
years. 

Republican leaders view the election results 
as a signal that fell far short of a mandate for 
basic change in economic policies^ but did sug- 
gest strong sentiment for some modifications* 

The rethinking of political strategy and tac- 
tics is a proper procedure in the wake of an 
election. Responsiveness to the public's wilt as 
manifested in the voting booth is r after all, 



what our system ia about. But leaders of both 
part tea must realise that certain factors did not 
change. 

The critical problems in financing the Social 
Security system still can be resolved only 
through higher taxes or stiff curbs on the 
growth of benefits. Looming deficits in the 
range of ,$150 billion to $200 billion still cannot 
be tolerated by a fragile economy whose recov* 
ery prospects are uncertain. 

Spending tens of billions on federal job pro- 
grams that could benefit only a small number 
of jobless .Htill would threaten a resurgence «f 
job-deatroying inflation. 

Those are but a few of the considerations the 
new Congress must face. It is temptingly easy 
in political campaigns to suggest that difficult 
national problems can be solved in ways that 
will please aU sectors of the electorate. And the 
lure of presidential politics will be strong over 
the next two years. 

But members of the new Congreaa must real- 
toe that they were not elected to build a rec- 
ord for the next presidential election, but to 
make difficult decisions in the interest of all the 
people. O 



Learning the Hard Way 



MKMSKKS of Congress had such a backlog of 
unfinished business* when they adjourned 
in October for the political campaigns that they 
had to come back to Washington after the elec- 
tion. 

The chief business on the agenda of the spe- 
eial session beginning November 29 is fiscal. 
Although the current budget year began Octo- 
ber 1, Congress has passed only three of 13 
appropriations bills necessary to keep thi i gov- 
ernment functioning. Operations have contin- 
ued under stopgap authority enacted to give 
the members time to straighten out the regular 
appropriations system, 



Members would like to wind up by December 
Yl t which means they would have 15 working 
days. They probably will deal with aa many 
spending bills as they can, enact further stop- 
gap authority in place of the rest and hand over 
most other unfinished business to the new Con- 
gress. 

But perhaps? some good will come from a 
session thai keeps members at work almost 
into Christmas week. Congress must sooner or 
later face up to Its continuing deadUne-mi&smg* 

Keeping Congress after school, as it were, 
might increase pressure for a better perfor- 
mance during regular hours. □ 
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Business runs year 'round. 
So should your fleet. 



Introducing The Jeep & Eagle Fleet 

Advanced 4-WD 
Technology: 
Selec-Trac & Select 



This is the 2 WD/4 WD Neel thai keeps 
business moving, R&liably working 
through wealher and drivfng ccndi- 
lions thai can slop conventional trucks 
and cars cold. With maximum per- 
formance and minimum downtime. 

High Fleet Allowances 
& a Lasting Investment 

Generous allowances of up to S800 
per unit are available to qualified f Feet 
buyers. A high allowance, low purchase 
price and proven workability make Jeep 
and Eagle outstanding values. 
And Jeep^ vehicles work hard for a long time: 
95% of those registered in the lasMO years are 
si ill on ihe road working today; That's a record 
unmatched by Ford, Chevy or Dodge. 
Eagles are backed by the exclusive AMC Buyer Protection 
Plan with me only full l^rronih/I^QQO- mile warranty 
available in ihe industry and a full 5 -year No RushThru 
Warranty.t Assurance like that is understandabfe 
because Eagles arc? quality built with galvanized sieel En 
100% of exterior body pan&ls as part of Ztebart,. Factory 
flusi Protection.tt 

The Widest Choice of 4-WD 
Vehicles in America 

Choose from CJs, compact Scrambler Pickups, full-size 
Cherokees, Wagoneers, and super-strong J-10 Pickups 
wilh the highest GVW in their class The Jeep fleet Es 
capafrfe and versatile. En lowing; hauling or pushing. On 
road and pH. These are ruggod Jeep workers. Wilh a 
proven 4- WD system buM-ln from the giound up, 
engineered for light duty and heavy duty worn 
There's also a full Eagle line ; sedans, wagons and sporty 
SX/4G. Each One comfortable and smooth-riding. Each 
one capable of reaching places ordinary cars 
can't go. At a price lower than some popular conventional 
vehictes. When you need all weather, all-rtiad mobility, 
look at Eagle, 

Select from a wide variety of optional aqulpmsnl to matt* 
your vehicle right for your wort and for your sales lorce. 
Even order a modifiable Jeep cab and chasste. Whatever 
the need, the Jeep & Eagfe fleet can answer 

on R, L Folk dOtrhMiN; roglftlradlan inrajgh July 1. 1SS0 




Drive 

The new Jeep Selec-Trac 

system, available on J-10 
Pickups, Cherokees and 
Wcigoneers (standard on 
the Limited model) and 
Eagle Select Drive tel the 
vehicle go from 2- WD 
economy to unmatched 
4-WD tract ion through a 
nick of the dashboard 
switch. (Vehide musl be 
stopped before switch 
may be engaged.) This allows both exceptional mileage 
sr?d mobility. Check the figures; Eagle (SJ epa est mpg, 
32 hwy est, + Jeep Pickups, @ epa est. mpg. 27 hwy est,, 
jeep Cherokos '.Vff epa esl. mpg, 2b hwy est. and Jeep 
Wagoneer © epa est. mpg, 23 hwy estt And CJs and 
Scramblers stifl get ihe besi gas mileage of any American- 
built utility 4 -wheeler; ® epa est mpg, 26 hwy est* 1 
The prod is In our performance And your bottom line We 
wroie ihe book on 4- WD and we're the ones stilE adding 
new chapters. For more information catl or send In the 
coupon today. 




ri AMC I Jeep 

We build the American Fleet 



^Msrk your dboicBsiffitow, Nil m ihe trianks and send m ihe coupon. ^ 
We"H sBtid you d^iatls right away, MsjI to. American Motors Sato 
Corporation, Fleet Ope-faJlons, 27777 Franklin Road Soulhtjpld 
Michigan 48034, or call (313} 827-4216 
MODEL AtLOWWCE MODEL 

GJwpCJ ftOQ D^wg Pickup 

□ Jwp ScrwmWflr $100 □Ei^»SX'4 

_j Jesp CHirtJkea SftOQ □ ELhjjw S*dfcn 

: teep Wa^fDTiBfK WOO and Wagon 



ALLOWANCE 



MOO 



i'lnflo,. 



_P?i 1 Ll 



4 *Lfc» thaae 1»urw lor corrpari un Yoyr re*u«s may d4ftar due itf drrving apead w«Bl W contaliona and nip Actual highway mllugi pr««b*¥ tw lam, Qitttori* 
Tiguras lgw«f tiwlu. J&ap CJ. Scrajitoter Cherokee ftguras are baaed on manual S-spa^ transmission 
13w ywr dealer fer vwuraruy ^ano iu9l progrryn rJ^laUti 
tiZ»taAM i!) a hhjialMiod tr&dwuart c\ Zlouart IrtarAiHiangl CorpdrfliiDfi 



How did Cutlass 
become America's most 
popular mid- * 

By design. 





Cutlass Supreme. 



Today, a car should be well-designed in more ways than one, Thatfs the Olds point of view 
behind the new 1083 Cutlass Supreme. So, first and foremost, it s designed to do the town. 
Plus, its designed ro offer you your choice of engines, loo— both V6 and V8, gasoline and 
diescL Along with its tradition of remarkable resale value. Faci is, if you'd bought a new 
1979 Cutlass Supreme Coupe, chances arc, you could sell it g . 

today and get back about 90% of what you paid? Cutlass ^^(^fMA^iid A Tf^7 
Supreme. Stylish* sensible, and smart. By design. 

Have one built for you. 

Lci\ jpcl It l ocrthcr. , - buckle up. 

Some O Wunobto *rc equipped Willi Btytine* pfodumj by gHha t 1M di vision* . subsidiaries or idlilLatcd corftptnlBl 
worldwide Sec your dealer tor derail*. 'Bdicd on nationd jverage retail pnee* reported by N.A.D.A Guide, 
liitev Irtwntc and ikMiiuticn charge* nol included 



